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Abstract
7KLVDUWLFOHDWWHPSWVWRDQDO\]HWKHFXUUHQWGHEWFULVLVLQ*UHHFHEDVHGRQWKH¿QDQFLDO
LQVWDELOLW\K\SRWKHVLVGHYHORSHGE\+\PDQ0LQVN\7KLVDUWLFOHVKRZVWKDWWKHK\SRWKHVLV
SURYLGHVDQXQGHUVWDQGLQJRIKRZDQHFRQRP\HQGRJHQRXVO\EHFRPHV³¿QDQFLDOO\IUDJLOH´ 
DQGWKXVSURQHWRFULVHV7KHDXWKRUVDQDO\]HKRZSXEOLFDQGSULYDWHVHFWRUEHKDYLRULQ
WKH*UHHNHFRQRP\ OHG WR WKHFRXQWU\¶VGHEWFULVLV ,QSDUWLFXODUEDVHGRQDVDPSOHRI
*UHHNFRPSDQLHVWKHDXWKRUVVKRZWKDWEHWZHHQDQGWKHPDMRULW\RIWKRVH
FRPSDQLHV KDG VZLWFKHG WR IUDJLOH ¿QDQFLDO VWUXFWXUHV 6SHFLDO DWWHQWLRQ LV GHYRWHG WR
WKHQHJDWLYHFRQVHTXHQFHVRIDSSO\LQJWKHQHRFODVVLFDOGRFWULQHRI³DXVWHULW\PHDVXUHV´LQ
*UHHFHDVWKHSULQFLSDO³DQWLFULVLV´FRQFHSWRIPDLQVWUHDPHFRQRPLFVFLHQFH
1RQSUR¿WSDUWQHUVKLS³9RSURV\(NRQRPLNL´+RVWLQJE\(OVHYLHU%9$OOULJKWV
UHVHUYHG
-(/FODVVL¿FDWLRQ%((((
.H\ZRUGV¿QDQFLDOLQVWDELOLW\K\SRWKHVLV0LQVN\3RVW.H\QHVLDQLVP¿QDQFLDOIUDJLOLW\*UHHN
FULVLVDXVWHULW\PHDVXUHV
1. Introduction
7KHPDMRULW\RIWKLVDUWLFOHZDVZULWWHQODVWVXPPHUZKHQ*UHHFH¶VQDWLRQDOGHEW
WR(XURSHDQEDQNVDQGWKH,0)ZDVRILWV*'3RUPRUHWKDQ(85ELOOLRQ
*UHHFHZDVVFKHGXOHGWRSD\EDFN(85ELOOLRQWRWKH,0)RQ-XQHEXW
ZDVXQDEOHWRGRVRGXHWRLWVFDWDVWURSKLFOLTXLGLW\JDS2Q-XQHWKHFRXQWU\
LQVWLWXWHGFDSLWDOÀRZFRQWUROV)RU WKUHHZHHNV XQWLO -XO\HYHU\EDQNZDV
FORVHGWKURXJKRXW*UHHFHZKLOHWKHKROLGD\VRQWKH$WKHQV6WRFN([FKDQJHZHUH
 ً 7KH XSGDWHG (QJOLVK YHUVLRQ RI WKH DUWLFOH SXEOLVKHG LQ 5XVVLDQ LQVoprosy Ekonomiki  1R 
SS±
  &RUUHVSRQGLQJDXWKRUE-mail addressLUR]PDLQ#\DQGH[UX 
  3HHUUHYLHZXQGHUUHVSRQVLELOLW\RI9RSURV\(NRQRPLNL
KWWSG[GRLRUJMUXMH 
1RQSUR¿WSDUWQHUVKLS³9RSURV\(NRQRPLNL´+RVWLQJE\(OVHYLHU%9$OOULJKWVUHVHUYHG
420 6%HVKHQRY,5R]PDLQVN\5XVVLDQ-RXUQDORI(FRQRPLFVí
H[WHQGHGIRUWZRZHHNVXQWLO$XJXVW2Q-XO\DSROOZDVWDNHQRQZKHWKHUWR
FRPSURPLVHZLWKLQWHUQDWLRQDOFUHGLWRUVDQGWKHPDMRULW\RIWKHFRXQWU\¶VSRSXOD
WLRQLVNQRZQWRKDYHVDLGQR7KLVUHMHFWLRQRIWKHSURSRVHGPHDVXUHVPHDQWWKDW
WKH³WHFKQLFDOGHIDXOW´ZRXOGYHU\OLNHO\EHFRPHDUHFRJQL]HGIDFW)RURYHUWZR
ZHHNVWKHFRXQWU\¶VSRWHQWLDOH[LWIURPWKH(XUR]RQHZDVDSULRULW\DJHQGDLWHP
IRUWKH2OG:RUOGSROLWLFLDQVDQGHFRQRPLVWVDVZHOODVPDQ\RWKHUV7KHLVVXHZDV
UHPRYHGIURPWKHDJHQGDRQ-XO\ZKHQWKH(XUR]RQHFRXQWULHVVLJQHGDWHQWD
WLYHDJUHHPHQWWROHQG(85ELOOLRQWR*UHHFHIRUDWKUHH\HDUWHUPDIWHUZKLFK
GLVFXVVLRQVRIWKH³+HOOHQLFHFRQRP\´ ORVWVRPHRIWKHLUIHUYRU7KHUHLVQRJXDU
DQWHHKRZHYHUWKDW*UHHFHZLOOQRWOHDYHWKH(XUR]RQHDWVRPHSRLQW
)RU PDQ\ \HDUV *UHHN HFRQRPLF LVVXHV KDYH RFFXSLHG WKHIURQW SDJHV RI
YDULRXVHFRQRPLFDQG¿QDQFLDOSXEOLFDWLRQVZKLFKKDYHVXJJHVWHGDQXPEHURI
WKHRUHWLFDO DQGSUDFWLFDO H[SODQDWLRQV IRU WKHSUREOHP ,Q RXU RSLQLRQ WKHGLV
FXVVLRQVRIWKLVFULVLVZRXOGEHIDUPRUHIUXLWIXOLIWKHVFLHQWL¿FSHUVSHFWLYHRI
WKHLUSDUWLFLSDQWVZHQWEH\RQGPDLQVWUHDPHFRQRPLFWKHRU\2QHDOWHUQDWLYHLV
WKH¿QDQFLDO LQVWDELOLW\ K\SRWKHVLV GHYHORSHG E\+\PDQ0LQVN\ DQ RXWVWDQG
LQJ$PHULFDQHFRQRPLVW±$FFRUGLQJWRWKLVK\SRWKHVLVDFDSLWDOLVW
HFRQRP\HQGRJHQRXVO\SURPRWHVVXFK¿QDQFLDOUHODWLRQVKLSVEHWZHHQHFRQRPLF
HQWLWLHVWKDWPDNHLWSURQHWRGHEWFULVHV
7KLVDUWLFOHUHYLHZVWKHPDLQDVSHFWVRI0LQVN\¶VFRQFHSWLWVFRPSDULVRQZLWK
FRPSHWLQJDSSURDFKHVDQGPRVWLPSRUWDQWO\LWVDSSOLFDWLRQWRWKHFXUUHQW*UHHN
GHEWFULVLV:HZLOODWWHPSWWRSURYHWKDWWKH¿QDQFLDOLQVWDELOLW\K\SRWKHVLVSUR
YLGHVWKHEHVWH[SODQDWLRQIRUZK\*UHHFHLVQRZLQDVWDWHRIGHIDXOW
2. Minsky’s view on Keynes’s theoretical legacy and on money,  
¿QDQFLDOUHODWLRQVKLSVDQGLQYHVWPHQWV
0LQVN\ZDVDOHDGLQJDGYRFDWHRI3RVW.H\QHVLDQLVPRQHRIWKHPDLQKHWHUR
GR[1VFKRROVRIPRGHUQHFRQRPLFWKRXJKW'HYHORSLQJWKHXQGHUO\LQJSULQFLSOHV
RIWKH3RVW.H\QHVLDQVFKRRO0LQVN\VKRZHGWKDW.H\QHV¶VPDLQLGHDVKDGEHHQ
GLVWRUWHGZKLOHPDQ\RIWKHPZHUHVLPSO\RPLWWHGE\-5+LFNV36DPXHOVRQ
DQGRWKHUSURSRQHQWVRIWUDGLWLRQDO.H\QHVLDQLVP2
³'HFLVLRQPDNLQJXQGHUXQFHUWDLQW\ WKHF\FOLFDOQDWXUHRI WKHFDSLWDOLVWSUR
FHVVDQG¿QDQFLDOUHODWLRQVRIDQDGYDQFHGFDSLWDOLVWHFRQRP\´0LQVN\
SL[DUHZKDW0LQVN\UHIHUUHGWRDVWKHHOHPHQWVRI.H\QHV¶VWKHRU\ORVWLQWUDGL
WLRQDO.H\QHVLDQLVP7KHFRQQHFWLRQ EHWZHHQ WKHVH HOHPHQWV FDQ EH GHVFULEHG
DVIROORZV$FDSLWDOLVWHFRQRP\DVDV\VWHPEDVHGRQXVLQJORQJWHUPDVVHWVLQ
SURGXFWLRQDQGFLUFXODWLRQH[LVWVLQDKLVWRULFDOWLPHZKHUH³LWVSDVWLVJLYHQDQG
FDQQRWEHFKDQJHGDQG«LWVIXWXUHLVXQFHUWDLQDQGFDQQRWEHNQRZQ´37KHUHIRUH
RQHFDQQRWPRYHIURPWKHIXWXUHWRWKHSDVWLQWKLVWLPHXQOLNHLQORJLFDOWLPH
 1 $QRWKHU WHUP LV XQRUWKRGR[ )RU WKHGLIIHUHQFHV EHWZHHQPDLQVWUHDP DQG KHWHURGR[\ VHH 5R]PDLQVN\
(2008).
 2 ,WLVWKHPRGHOVRIWUDGLWLRQDO.H\QHVLDQVWKDWIRUPWKHEDVLVIRULQWURGXFWRU\PDFURHFRQRPLFVFRXUVHVDQG
LWLVDFFRUGLQJWRWKHVHPRGHOVWKDW.H\QHVLDQLVPLVMXGJHG$WWKHVDPHWLPHLWVKRXOGEHUHPHPEHUHGWKDW
WKRVHPRGHOVGRQRW¿WZHOOLQWRWKHPRGHUQPDLQVWUHDP²DOWKRXJKWKH\DUHVOLJKWO\EHWWHUWKDQWKHWKHRU\RI
.H\QHVKLPVHOIRU3RVW.H\QHVLDQHODERUDWLRQV5R]PDLQVN\²SULPDULO\EHFDXVHPDQ\RIWKHPDUHQRW
EDVHGRQPLFURHFRQRPLFIRXQGDWLRQV
 3 7KHTXRWHEHORQJVWR%0RRUHDQGLVWDNHQIURP$UHVWLVS
4216%HVKHQRY,5R]PDLQVN\5XVVLDQ-RXUQDORI(FRQRPLFVí
7RSURYLGHSURWHFWLRQIURPWKHXQFHUWDLQW\LQKHUHQWLQKLVWRULFDOWLPHPRQH\LV
FUHDWHGDVDQDEVROXWHO\OLTXLGDQGUHOLDEOHDVVHW+RZHYHU³PRQH\«FDQQRWEH
UHDGLO\SURGXFHG´.H\QHVS4&RQVHTXHQWO\LQFUHDVLQJGHFUHDVLQJ
WKHGHPDQGIRUPRQH\E\GHFUHDVLQJLQFUHDVLQJWKHGHPDQGIRUSURGXFWLYHDV
VHWV³UHVSRQVLEOH´IRUQDWLRQDOLQFRPHDQGHPSOR\PHQWZLOOOHDGWRDUHFHVVLRQ
UHFRYHU\LQDQHFRQRP\7KLVOD\VWKHEDVLVRIWKHF\FOLFDOQDWXUHRIDFDSLWDOLVW
HFRQRP\7KLVF\FOLFLW\LVDJJUDYDWHGE\WKHFRPSOH[¿QDQFLDOUHODWLRQVKLSVWKDW
HQDEOHJUHDWHULQYHVWPHQWVGXULQJDUHFRYHU\SKDVHZKLOHUHVXOWLQJLQDheavy debt 
burden for investors during a recession.7KXV.H\QHV¶VWKHRU\DVVHUWVDF\FOLFDO
instabilityLQKHUHQWLQFDSLWDOLVWHFRQRPLHV7KRVHDUHWKHYHU\DVSHFWVWKDWZHUH
ORVWLQWUDGLWLRQDO.H\QHVLDQPDFURHFRQRPLFWKHRU\ZKLOHWKHWKHRU\RI.H\QHV
KLPVHOI5ZRXQGXSDVMXVWDVSHFL¿FFDVHRIWKHQHRFODVVLFDOWKHRU\
7KHVH FLUFXPVWDQFHV HQFRXUDJHG0LQVN\ WR DVVHUW DQ LQKHUHQW UHODWLRQVKLS
EHWZHHQWUDGLWLRQDO.H\QHVLDQLVPDQGQHRFODVVLFDOWKHRU\+HDUJXHGWKDWERWK
DSSURDFKHVZHUH³EDVHGXSRQDEDUWHUSDUDGLJP²WKHLPDJHLVRID\HRPDQRU
FUDIWVPDQWUDGLQJLQDYLOODJHPDUNHW´0LQVN\S+LVRZQDSSURDFK
³UHVWVXSRQDVSHFXODWLYH¿QDQFLDOSDUDGLJP²WKHLPDJHLVRIDEDQNHUPDNLQJ
KLVGHDOVRQD:DOO6WUHHW´0LQVN\S6
0LQVN\DOVRQRWHGWKDWLQVRPHRIKLVDUWLFOHV.H\QHVSXEOLVKHG
DIWHUGeneral Theory WKH%ULWLVKHFRQRPLVWGHVFULEHGWKHSURFHVVHVRIDFFXPX
ODWLQJ¿[HGFDSLWDODQGLWV¿QDQFLQJWKHUHE\OD\LQJWKHIRXQGDWLRQIRUWKHHQGRJ
HQRXVPRQH\VXSSO\WKHRU\$FFRUGLQJWR.H\QHVWKHDFTXLVLWLRQRIFDSLWDOLVLP
PHGLDWHO\SUHFHGHGE\DEXVLQHVVPDQUHFHLYLQJWKHPRQH\³¿QDQFH´DFFRUGLQJ
WRKLVWHUPLQRORJ\IURP¿QDQFLDOLQVWLWXWLRQV7KHODWWHU¶VFUHDWLRQRIPRQH\E\
SURYLGLQJFUHGLWWRLQYHVWRU¿UPVVHUYHVDVDQHFHVVDU\FRQGLWLRQIRULQYHVWPHQW
+RZHYHU.H\QHVGLGQRWH[SUHVVO\IRUPXODWHWKLVWKHVLVZKLFKLVRQO\LPSOLHGLQ
KLVWKHRU\0LQVN\VWUHVVHGWKLVIDFWQRWLQJWKDW³LQDFDSLWDOLVWHFRQRP\PRQH\LV
WLHGXSZLWKWKHSURFHVVRIFUHDWLQJDQGFRQWUROOLQJFDSLWDODVVHWV´0LQVN\
S$FFRUGLQJWR0LQVN\³FUHDWLQJPRQH\LVSDUWRIWKHPHFKDQLVPE\ZKLFK
DVXUSOXVLVIRUFHGDQGDOORFDWHGWRWKHSURGXFWLRQRISDUWLFXODULQYHVWPHQWRXWSXW´
0LQVN\S7RVXPPDUL]HPRQH\LVDQDVVHWFUHDWHGZLWKLQDQHFRQ
RP\LHHQGRJHQRXVO\WRDFTXLUHSURGXFWLYHDVVHWV¿UVWRIDOO¿[HGFDSLWDO
 4 7KLVWKHVLVLVFRUUHFWZLWKUHVSHFWWRFRPPRGLW\PRQH\&UHGLWPRQH\LVRIWHQFKDUDFWHUL]HGE\HQGRJHQHLW\
VHHEHORZZKLFKLVZK\WKLVDVVHUWLRQFDQQRWEHDSSOLHGWRLW,WLVKRZHYHUFKDUDFWHUL]HGE\D]HURODERU
LQWHQVLW\ MXVW OLNHFRPPRGLW\PRQH\7KLV LVZK\ WKHWUDLQRI WKRXJKW WKDW IROORZV UHÀHFWV WKHUHDOLW\RIDQ
HFRQRP\ZLWKFUHGLWPRQH\5R]PDLQVN\S
 5 )URPWKHSRLQWRIYLHZRI0LQVN\DQGRWKHUOHDGLQJ3RVW.H\QHVLDQV3'DYLGVRQ)&DUYDOKR/5:UD\
HWF WKH PRVW VLJQL¿FDQW HOHPHQWV RI WKH.H\QHVLDQ VFKRRO²DQG PRVW XQGHUHVWLPDWHG LQ WUDGLWLRQDO
.H\QHVLDQLVP²DUH&KDSWHUVDQGRIKLVGeneral Theory of Employment, Interest and Money. See in 
SDUWLFXODU'DYLGVRQ&DUYDOKR
 6 0LQVN\¿UVW JHQHUDOL]HGKLV LGHDV FRQFHUQLQJ WKHFRUUHFW LQWHUSUHWDWLRQRI.H\QHV LQ KLVJohn Maynard 
Keynes 0LQVN\  DQG WKHQ VXSSOHPHQWHG WKHP LQ KLV PDLQ ZRUN Stabilizing an Unstable Economy 
0LQVN\%HIRUHKLP'LOODUGDQG'DYLGVRQZHUHSUHVXPDEO\WKHRQO\RQHVZKRGDUHGWR
SURYLGHDQLQWHJUDO³XQRUWKRGR[´LQWHUSUHWDWLRQRI.H\QHV¶VWKHRU\
  ,WVKRXOGEHQRWHGWKDWWKHHQGRJHQRXVPRQH\VXSSO\FRQFHSWLWVHOIZDVQRWLQYHQWHGE\0LQVN\0DQ\3RVW
.H\QHVLDQVZURWH WKDWPRQH\ LV FUHDWHGHQGRJHQRXVO\ LQDPRGHUQFDSLWDOLVW HFRQRP\ $UHVWLV&KLFN
'DYLGVRQ :UD\ +RZHYHUZKHQ DQDO\]LQJ WKHHQGRJHQRXV IDFWRUV WKH\ RQO\ SRLQWHG WR
WKHQHHGWRFUHDWHZRUNLQJFDSLWDOH[SHQVHVIRUZDJHVUDZPDWHULDOVDQGWD[HVRUWRLQGHSHQGHQWSULFLQJE\¿UPV
LQ WKHROLJRSROLVWLFVWUXFWXUHV0LQVN\¶VFRQWULEXWLRQ LV WKDWKH LGHQWL¿HGDUHODWLRQVKLSEHWZHHQPRQH\VXSSO\
G\QDPLFVFRPELQHGZLWKLWVVWUXFWXUDOFKDQJHVGXHWRWKHHPHUJHQFHDQGVSUHDGRIPRUHOLTXLGPRQH\DJJUHJDWHV
RQWKHRQHKDQGDQGWKHSURFHVVRIDFFXPXODWLQJ¿[HGFDSLWDOWKURXJKSURGXFWLYHLQYHVWPHQWVRQWKHRWKHU
422 6%HVKHQRY,5R]PDLQVN\5XVVLDQ-RXUQDORI(FRQRPLFVí
,Q WKHV0LQVN\  VKRZHG WKDWZKHQ IDFHGZLWK LQVXI¿FLHQW UH
VHUYHV¿QDQFLDOLQVWLWXWLRQVVDWLVI\WKHGHPDQGE\¿UPVIRULQYHVWPHQW¿QDQFLQJ
PRQH\ WKURXJK ¿QDQFLDO LQQRYDWLRQV )RU H[DPSOH H[HFXWLQJ WUDQVDFWLRQV LQ
YROYLQJUHSXUFKDVHDJUHHPHQWVVHOOLQJDQGWKHQEX\LQJDGHEWREOLJDWLRQUHVXOWV
LQWKHVHOOHULPPHGLDWHO\UHFHLYLQJPRQH\WKDWFDQEHORDQHG/DWHU0LQVN\DQG
RWKHU3RVW.H\QHVLDQVSRLQWHGWRLPSRUWDQW¿QDQFLDOLQQRYDWLRQVXVLQJGHSRVLW
FHUWL¿FDWHVDQGIRUHLJQH[FKDQJHORDQVVHFXULWL]DWLRQFRQYHUWLQJEDQNORDQVLQWR
VHFXULWLHVDQGRIIEDODQFHVKHHWDFWLYLW\7KLVODWWHUW\SHRILQQRYDWLRQPD\EH
H[SUHVVHGIRUH[DPSOHWKURXJKLVVXLQJ³IDFLOLWLHV´WRVHYHUDO¿UPVLQWKHIRUPRI
DQREOLJDWLRQWRSURYLGHORDQVLQFHUWDLQDPRXQWVXSRQWKHLUGHPDQGHWF&KLFN
7KLVW\SHRI¿QDQFLDOHYROXWLRQUHGXFHVWKHHI¿FLHQF\RIWKHFHQWUDOEDQN¶V
PRQHWDU\SROLF\DQGHQKDQFHVWKHHQGRJHQHLW\RIWKHPRQH\VXSSO\
0LQVN\EXLOWRQWKHLGHDVFRQWDLQHGLQ&KDSWHURIWKHGeneral TheoryVKRZ
LQJWKDWWKHYDOXHRIDQ\ORQJWHUPDVVHWLVGHWHUPLQHGE\LWVRZQUDWHRILQWHUHVW
6LPSO\SXW WKLV LQGLFDWRU LV WKHVXPRIDOOEHQH¿WVUHFHLYHGIURPDQDVVHW OHVV
LWVFDUU\LQJFRVWV7KRVHEHQH¿WVLQFOXGHQRWRQO\PRQHWDU\SURFHHGVSHFXQLDU\
\LHOGEXWDOVRWKHLPSOLFLWDGYDQWDJHVRIRZQLQJLWHJKLJKOLTXLGLW\,WVKRXOG
EHVWUHVVHGWKDWDOORIWKHDERYHEHQH¿WVDUHDQWLFLSDWHGDQGQRWDFWXDOYDOXHV8
$FFRUGLQJWR0LQVN\DQDVVHW¶VRZQUDWHRILQWHUHVWLVQRQHRWKHUWKDQWKHGH
PDQGSULFHIRUWKDWDVVHWUHÀHFWLQJLWVDWWUDFWLYHQHVVDVSHUFHLYHGE\DSDUWLFXODU
LQYHVWRURU WKHPDUNHWDVDZKROH7KHUHLVDOVRWKHDVVHW¶VVXSSO\SULFH,W LV
QRWKLQJPRUH WKDQ WKHSULFHRI LWVSURGXFWLRQDQG LVGHWHUPLQHGE\ WKHVXPRI
WKHDYHUDJHFRVWDQGDIIHFWHGE\WKHPDUNHWSRZHUPDUNXSDVLVWKHFDVHZLWK
LPSHUIHFWFRPSHWLWLRQZKLFKZDVXVXDOO\DVVXPHGE\0LQVN\DQGRWKHU3RVW
.H\QHVLDQV7KXVDFDSLWDOLVWHFRQRP\LVFKDUDFWHUL]HGE\two price levels.2QH
RIWKHVHOHYHOVGHSHQGVRQWKHFRQGLWLRQVRIDVVHWSURGXFWLRQZKLOHWKHRWKHUGH
SHQGVRQWKHFDSLWDOL]HGYDOXHRIDQWLFLSDWHGLQFRPHIURPWKHLUXVH7KHDPRXQW
RILQYHVWPHQWLQDQDVVHWLVGHWHUPLQHGE\WKHUHODWLRQVKLSEHWZHHQWKHGHPDQG
DQGVXSSO\SULFHV6WULFWO\VSHDNLQJLQYHVWPHQWVLQDQDVVHWZLOOEHPDGHRQO\LI
WKHGHPDQGSULFHLVHTXDOWRRUH[FHHGVWKHVXSSO\SULFH
+RZHYHUWKHVHSULFHOHYHOVDUHQRWWKHRQO\LQYHVWPHQWIDFWRUV8QOHVV¿UPV
VHHN WKHDVVLVWDQFH RI ¿QDQFLDO LQVWLWXWLRQV DQG WKHPDUNHW WR ¿QDQFH WKHLU LQ
YHVWPHQWV WKHUH LV D VHULRXV OLPLWDWLRQ RQ LQYHVWPHQWV LQ WKHIRUP RI LQWHUQDO
¿QDQFLDOUHVRXUFHVIXQGV:KHQHYHUH[WHUQDO¿QDQFLQJLVXVHGIRULQYHVWPHQWV
DGGLWLRQDOGHWHUPLQDQWVRI LQYHVWPHQWVDSSHDU LH WKHOHQGHUULVNDQGWKHERU
rower risk.97KHIRUPHUULVNUHODWHVWRWKHFRQFHUQVRIEDQNVDQGRWKHU¿QDQFLDO
LQVWLWXWLRQVWKDWWKHERUURZHUPLJKWQRWEHDEOHWRUHSD\WKHGHEW7KHODWWHUULVN
LVDVVRFLDWHGZLWKWKHERUURZHU¿UP¶VFRQFHUQVWKDWLWPLJKWQRWEHDEOHWRUHSD\
WKHORDQ%RWKULVNVDUHGLUHFWO\FRUUHODWHGWR¿QDQFLDOOHYHUDJHLHWKHUDWLRRI
DQHFRQRPLFHQWLW\¶VGHEWLQWKLVFDVHWKHLQYHVWRU¿UPWRLWVHTXLW\,QFUHDVLQJ
WKHDPRXQWRI LQYHVWPHQWV¿QDQFHG WKURXJKGHEWZLOO VRRQHURU ODWHUHQWDLODQ
LQFUHDVHLQWKHOHQGHUDQGERUURZHUULVNVZKLFKZLOOOLPLWWKHLUYDOXH
7KXV WKHIXQFWLRQ RI LQYHVWPHQWV LQFOXGHV IDFWRUV UHÀHFWLQJ WKHXQFHUWDLQW\
RI WKHIXWXUH DQG WKHGHJUHH RI SHVVLPLVP RU RSWLPLVP E\ HFRQRPLF HQWLWLHV
 8 .H\QHVKLPVHOIGLGQRWSXWSDUWLFXODUVWUHVVRQWKHGLIIHUHQFHVEHWZHHQYDOXHVIRUWKHVHWZRW\SHV
 9 7KHWHUPV³ERUURZHUULVN´DQG³OHQGHUULVN´ZHUH¿UVWVXJJHVWHGE\.H\QHVS±LQ&KDSWHU
RIWKHGeneral Theory.+RZHYHUWKH\ZHQWXQQRWLFHGE\KLVLPPHGLDWHIROORZHUV
4236%HVKHQRY,5R]PDLQVN\5XVVLDQ-RXUQDORI(FRQRPLFV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í
,W LV WKHVH IDFWRUV UDWKHU WKDQ WKHGHWHUPLQDQWV DVVRFLDWHGZLWK WKHFXUUHQW WRS
SURGXFWLYLW\RIFDSLWDODVLQQHRFODVVLFDOWKHRU\WKDWSOD\DQLPSRUWDQWSDUWLQ
GHWHUPLQLQJWKHDPRXQWRILQYHVWPHQWV)XUWKHUPRUHWKHYDULDEOHVLQWKHLQYHVW
PHQWIXQFWLRQUHÀHFWLQJWKH¿QDQFLDOFRQGLWLRQRI LQYHVWRUVDUHHTXDOO\ LPSRU
WDQW7KXVWKHDPRXQWRILQYHVWPHQWE\D¿UPGHSHQGVRQLWVOLDELOLW\VWUXFWXUH
7KH¿QDQFLDOLQVWDELOLW\K\SRWKHVLVLQH[SODLQLQJGHEWFULVHV
7KH¿QDQFLDO LQVWDELOLW\ K\SRWKHVLV KHUHLQDIWHU UHIHUUHG WR DV WKH),+10 is 
EDVHG RQ0LQVN\¶V WKHRULHV RI PRQH\ ¿QDQFLDO HYROXWLRQ DQG LQYHVWPHQW DV
ZHOODVRQ)LVKHU¶VFRQFHSWRIGHEWGHÀDWLRQ11$FFRUGLQJWRWKLVFRQFHSW
WKHGRZQZDUGWUHQGVLQDQHFRQRP\DUHDJJUDYDWHGE\ORZHULQJSULFHVVXSSO\
SULFHVLQ0LQVN\¶VWHUPVDVVXFKDUHGXFWLRQPDNHVUHDOGHEWDKHDYLHUEXUGHQ
OHDGLQJWRLQVROYHQF\DQGEDQNUXSWF\IRUPDQ\SURGXFWLRQXQLWV
7KH),+LVWKHEDVLVIRUWKH³WKHRU\RIKRZDFDSLWDOLVWHFRQRP\HQGRJHQRXVO\
JHQHUDWHVD¿QDQFLDOVWUXFWXUHZKLFKLVVXVFHSWLEOHWR¿QDQFLDOFULVHV´0LQVN\
S±$¿QDQFLDOVWUXFWXUHKHUHLV³WKHPDUNHWLQWHUDFWLRQVEHWZHHQ
ERUURZHUVDQGOHQGHUVDQGWKHEDODQFHVKHHWVRIQRQ¿QDQFLDO¿UPVLQWHUPHGLDU
LHVDQGKRXVHKROGVWKDWUHÀHFWWKHVHLQWHUDFWLRQV´3ROOLQS$FFRUGLQJ
WR WKH),+HFRQRPLF WUHQGVDUH ODUJHO\GHWHUPLQHGE\ WKHZD\ LQZKLFK¿UPV
¿QDQFHWKHLU¿[HGFDSLWDO LQYHVWPHQWV,QWKHEHJLQQLQJRIWKHLQFUHDVLQJVWDJH
RI WKHEXVLQHVV F\FOH UHFRYHU\ SKDVH hedge ¿QDQFH SUHYDLOV ZKHUH FXUUHQW
PRQHWDU\SURFHHGVDUHVXI¿FLHQWIRU¿UPVWRUHSD\GHEWLQFOXGLQJLQWHUHVW7KLV
W\SHRI¿QDQFLQJLV WRDJUHDWH[WHQWGHSHQGHQWRQWKH¿UP¶VKHDYLHUUHOLDQFH
RQLQWHUQDO¿QDQFLDOVRXUFHVUDWKHUWKDQRQH[WHUQDOIXQGV$QH[SODQDWLRQLVWKDW
GXULQJWKHUHFRYHU\SKDVHWKHUHFHQWGHSUHVVLRQLVVWLOOIUHVKLQWKHPHPRULHVRI
HFRQRPLFHQWLWLHV7KLVLVZK\OHQGHUDQGERUURZHUULVNVDUHVWLOOKLJK
+RZHYHUWKRVHPHPRULHVIDGHJUDGXDOO\SDUWLFXODUO\EHFDXVHQDWLRQDOLQFRPH
FUHDWHGWKURXJKKHGJHLQYHVWPHQWVLVLQFUHDVLQJ/HQGHUDQGERUURZHUULVNVDUH
GHFUHDVLQJ$V.H\QHVSZURWH³GXULQJDERRPWKHSRSXODUHVWLPD
WLRQRIWKHPDJQLWXGHRIERWKWKHVHULVNVERWKERUURZHU¶VULVNDQGOHQGHU¶VULVNLV
DSWWREHFRPHXQXVXDOO\DQGLPSUXGHQWO\ORZ´$VDUHVXOW¿UPVDFWLYHO\VZLWFK
WRH[WHUQDO¿QDQFLQJIRUFDSLWDOLQYHVWPHQWV2YHUWLPHDVLWXDWLRQDULVHVZKHUH
WKHPRQHWDU\SURFHHGVIRUPDQ\¿UPVDUHRQO\VXI¿FLHQWWRSD\LQWHUHVWEXWDUH
QRWHQRXJK IRU WKH UHSD\PHQWRI WKHUHVSHFWLYHSULQFLSDOV7RVDYH WKHPVHOYHV
IURPEDQNUXSWF\WKRVH¿UPVDUHIRUFHWRWDNHRXWQHZORDQVWRUHSD\WKHROGRQHV
0LQVN\FDOOHGWKLVVSHFXODWLYH¿QDQFH*URZLQJLQWHUHVWUDWHVRUIDOOLQJPRQH\
SURFHHGVIRU¿UPVLQHYLWDEO\WUDQVIRUPVSHFXODWLYH¿QDQFHLQWR3RQ]L¿QDQFH12 
ZKHUHWKRVHSURFHHGVDUHLQDGHTXDWHHYHQIRUUHJXODULQWHUHVWSD\PHQWV7KHRQO\
ZD\RXWRI WKLV VLWXDWLRQ LV WR increase the amount of debt WR UHSD\ROG ORDQV
 10 $QRWKHUFRPPRQWHUPLVWKH¿QDQFLDOIUDJLOLW\K\SRWKHVLV
 11 0LQVN\EHOLHYHGWKDWKLV¿QDQFLDOLQVWDELOLW\K\SRWKHVLVZDVFUHDWHGXQGHUWKHLQÀXHQFHRILGHDVE\.H\QHV
)LVKHUDQGDOVR6LPRQVSZKRZDVWKH¿UVWWRQRWHWKHGDQJHUVDVVRFLDWHGZLWKWKHHQGRJHQRXV
FUHDWLRQRIPRQH\WKURXJKVKRUWWHUP¿QDQFLQJRIORQJWHUPLQYHVWPHQWSURMHFWV2Q0LQVN\¶VHDUOLHUVWXGLHV
VHH7RSRURZVNL
 12 7KLV¿QDQFLQJWHFKQLTXHZDVQDPHGDIWHUD%RVWRQEDQNHU&KDUOHV3RQ]LZKRLPPHGLDWHO\DIWHUWKH)LUVW
:RUOG:DUHQJDJHGLQ¿QDQFLDOVSHFXODWLRQVVLPLODU WR WKRVH WKDWZHUHDSSOLHGGHFDGHV ODWHU LQSRVW6RYLHW
5XVVLDE\¿QDQFLDOFRPSDQLHVVXFKDV000
424 6%HVKHQRY,5R]PDLQVN\5XVVLDQ-RXUQDORI(FRQRPLFV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:KLOHVSHFXODWLYH¿QDQFHLVFKDUDFWHULVWLFRIWKHERRPSKDVH3RQ]L¿QDQFHOHDGV
WRUHFHVVLRQ7KLVLVEHFDXVHVRRQHURUODWHU¿UPVXVLQJWKLVW\SHRI¿QDQFLQJ
ZLOOEHFRPHXQDEOHWRREWDLQQHZORDQVHLWKHUGXHWRLQFUHDVHGOHQGHUULVNVUH
ÀHFWLQJWKHSHVVLPLVPRI¿QDQFLDOLQVWLWXWLRQVRUGXHWRWKHJHQHUDOODFNRI¿
QDQFLDOUHVRXUFHVPRQH\DQGLWVVXEVWLWXWHVLQWKHHFRQRP\,I¿UPVVWDUWWRVHOO
WKHLUSURGXFWLYHDVVHWVWRUHFHLYHWKRVHUHVRXUFHVWKLVZLOOOHDGWRDGHFUHDVHLQ
WKHLUGHPDQGSULFHLQYHVWPHQWOHYHOVDQGQDWXUDOO\WRDQHFRQRPLFFULVLV6XFK
FULVLVFDQEHPDGHZRUVHE\H[FHVVLYHO\KLJKERUURZHUULVNUHVXOWLQJLQORZHU
LQYHVWPHQWVE\¿UPVWKDQWKHDPRXQWWKDWZRXOGKDYHEHHQ¿QDQFHGEDVHGRQLQ
WHUQDOVRXUFHVDQGSDUWLFXODUO\E\WKHGHPDQGSULFHIRUSURGXFWLYHDVVHWVIDOOLQJ
EHORZWKHVXSSO\SULFH7KLVLVEHFDXVHWKHODWWHUFDVHZLOOPDNHWKHLQYHVWPHQW
SURFHVVKDOWDOWRJHWKHU
7KXV WKHPRVWLPSRUWDQWUHDVRQIRUSHULRGLFGHEWFULVHVLV WKHV\VWHPDWLF in-
DELOLW\RI¿UPVWRUHSD\WKHLUGHEWVLQWKH¿QDQFLDOVHFWRU7KLVLVDQLPSRUWDQWFRQ
FOXVLRQRIWKH),+$QRWKHULVWKDWGXULQJDEXVLQHVVF\FOHWKH¿QDQFLDOV\VWHP
EHFRPHVmore and more fragileLHWKHOLTXLGLW\RIDQHFRQRPLFHQWLW\EDODQFH
VKHHWGHFUHDVHV,QRWKHUZRUGVDEXVLQHVVF\FOHFDQEHSHUFHLYHGDVDSKHQRP
HQRQUHODWHGWRFKDQJHVLQWKHIUDJLOLW\RIDQHFRQRP\&DUYDOKRS
0LQVN\JHQHUDOL]HGWKHEDVLFSURYLVLRQVRIWKH),+DVIROORZV³7KH¿UVWWKHRUHP
RIWKH¿QDQFLDOLQVWDELOLW\K\SRWKHVLVLVWKDWWKHHFRQRP\KDV¿QDQFLQJUHJLPHVXQ
GHUZKLFKLWLVVWDEOHDQG¿QDQFLQJUHJLPHVLQZKLFKLWLVXQVWDEOH7KHVHFRQGWKHR
UHPRIWKH¿QDQFLDOLQVWDELOLW\K\SRWKHVLVLVWKDWRYHUSHULRGVRISURORQJHGSURVSH
ULW\WKHHFRQRP\WUDQVLWVIURP¿QDQFLDOUHODWLRQVWKDWPDNHIRUDVWDEOHV\VWHPWR
¿QDQFLDOUHODWLRQVWKDWPDNHIRUDQLQVWDEOHV\VWHP´0LQVN\S±7KXV
WKH),+GHPRQVWUDWHV WKDW ³VWDELOLW\²RU WUDQTXLOLW\²LQ DZRUOGZLWK D F\FOLFDO
SDVWDQGFDSLWDOLVW¿QDQFLDOLQVWLWXWLRQVLVGHVWDELOL]LQJ´0LQVN\S
7KH¿QDQFLDOLQVWDELOLW\K\SRWKHVLVDQGLPSOLFDWLRQV 
IRUHFRQRPLFSROLF\
0LQVN\ DUJXHG IRU DFWLYH PDFURHFRQRPLF DQG LQVWLWXWLRQDO LQWHUYHQWLRQ E\
WKHJRYHUQPHQW LQ WKHHFRQRP\ +H WUHDWHG WKHJRYHUQPHQW¶V PDFURHFRQRPLF
UROH¿UVWRIDOODVSUHYHQWLQJD¿QDQFLDOFROODSVHGXULQJUHFHVVLRQVDQGGHSUHV
VLRQVLHmaintaining monetary proceedsIRUSURGXFWLRQDQG¿QDQFLDOXQLWV,QKLV
RSLQLRQIRUWKLVSXUSRVHH[SDQVLRQLVW¿VFDODQGPRQHWDU\SROLF\VKRXOGEHSXU
VXHGGXULQJUHFHVVLRQV7KHIRUPHULQFUHDVHVLQFRPHIRUWKHSULYDWHVHFWRUWKURXJK
LQFUHDVLQJDJJUHJDWHGHPDQGHQDEOLQJPDQ\¿UPVWRUHSD\WKHLUGHEWVDQGDYRLG
EDQNUXSWF\7KHODWWHULQFUHDVHVOLTXLGLW\RIWKH¿QDQFLDOVHFWRUHQDEOLQJ¿QDQFLDO
LQVWLWXWLRQVIDFLQJEDGGHEWVRUDPDVVZLWKGUDZDORIFXVWRPHUGHSRVLWVWR³VWD\
DÀRDW´$FFRUGLQJWR0LQVN\ WKLV W\SHRI LQWHUYHQWLRQVDYHG:HVWHUQFRXQWULHV
IURPDQHZ*UHDW'HSUHVVLRQE\SUHYHQWLQJGHEWGHÀDWLRQIURPWKHVWKURXJK
WKHV132QWKHRWKHUKDQGVWDJÀDWLRQZDVWKHSULFHWRSD\IRUWKDWSUHYHQWLRQ
+RZHYHUDPDFURHFRQRPLFSROLF\FDQQRWFKDQJHWKHXQGHUO\LQJSDUDPHWHUV
RI DGYDQFHGPRGHUQ FDSLWDOLVW HFRQRPLHVZKLFKPDNH WKHPSURQH WR LQVWDELO
LW\ 7KHSUREOHP LV WKDW D UHSHDWHG SROLF\ RI JRYHUQPHQW VWLPXOXV OXOOV ERWK
 13 $VGHPRQVWUDWHGEHORZWKHFXUUHQWO\SRSXODUDXVWHULW\PHDVXUHVLQVSLUHGE\WKHQHRFODVVLFDORUWKRGR[\
PD\LQGXFHDFRQGLWLRQVLPLODUWRWKH*UHDW'HSUHVVLRQDVH[HPSOL¿HGE\WKH*UHHNHFRQRP\LQWKHV
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¿UPV DQG EDQNV LQWR D IDOVH VHQVH RI VHFXULW\$VPRUH DQGPRUH LQYHVWPHQW
SURMHFWVDUHVXFFHVVIXOO\LPSOHPHQWHGHFRQRPLFHQWLWLHVZLOOEHFRPHPRUHDQG
PRUH UHFNOHVV$V0LQVN\ SQRWHG³RQFH WKHGRFWULQHRI VDOYDWLRQ
WKURXJK LQYHVWPHQWEHFRPHVGHHSO\ LQJUDLQHG LQWRRXUSROLWLFDO DQGHFRQRPLF
V\VWHPWKHFRQVWUDLQWVRQIRROLVKLQYHVWPHQWVDUHUHOD[HG7KLVLVHVSHFLDOO\VR
LI WKHJRYHUQPHQW VWDQGV UHDG\ WRJXDUDQWHHSDUWLFXODU LQYHVWRUVRU LQYHVWPHQW
SURMHFWV DJDLQVW ORVVHV´ ,Q WKH3RVW.H\QHVLDQ WUDGLWLRQ WKLV SKHQRPHQRQ LV
XVXDOO\FDOOHGWKHMinsky paradox.
$FFRUGLQJ WR 0LQVN\ D FDSLWDOLVW HFRQRP\ FDQ EH VDYHG IURP LQVWDELOLW\
WKURXJKWKHJRYHUQPHQW¶VLQVWLWXWLRQDOSROLF\7KLVSROLF\VKRXOGFRQVLVW¿UVWRI
DOORIVWLPXODWLQJFKDQJHVWRWKHDJJUHJDWHGHPDQGDQGSURGXFWLRQWHFKQRORJ\
VWUXFWXUH the share of consumption LQ WKHDJJUHJDWH GHPDQG VKRXOG LQFUHDVH
ZKLOH WHFKQRORJ\ VKRXOGEHFRPHPRUH labor intensive.+H VXJJHVWHG WKDW ³DQ
HFRQRP\WKDWLVRULHQWHGWRZDUGVWKHSURGXFWLRQRIFRQVXPSWLRQJRRGVE\WHFK
QLTXHVWKDWDUHOHVVFDSLWDOLQWHQVLYHZLOOEHOHVVVXVFHSWLEOHWR¿QDQFLDOLQVWD
ELOLW\DQG LQÀDWLRQ´ 0LQVN\S6HFRQG WKLV W\SHRISROLF\ VKRXOG
UHTXLUHDVLPSOHU¿QDQFLDOV\VWHPZKLFKZRXOGEHDFKLHYHGPDLQO\WKURXJKOLP
LWLQJVKRUWWHUPOHQGLQJIRUORQJWHUPLQYHVWPHQWSURMHFWVLHWKURXJKUHVWULFW
LQJVSHFXODWLYHDQG3RQ]L¿QDQFH$V0LQVN\SQRWHG³WKH¿QDQ
FLQJ RI FDSLWDO DVVHW RZQHUVKLS DQG LQYHVWPHQW LV WKHFULWLFDO GHVWDELOLVLQJ
SKHQRPHQRQ´14:KLOHDOORIWKHVHUHFRPPHQGDWLRQVZHUHVXJJHVWHGDVHDUO\DV
WKHVWKH\UHPDLQUHOHYDQWWRGD\
0LQVN\ GLHG LQ  EXW KLV LGHDV ZHUH DGRSWHG E\ KLV VWXGHQWV DURXQG
WKHZRUOG157KHFULVLVWKDWKLWWKHZRUOG\HDUVODWHUUHVXOWHGLQDFWLYHVXSSRUW
IRUKLVLGHDV5R]PDLQVN\:UD\:UD\DQG7\PRLJQH16)URP
WKHSHUVSHFWLYHRI0LQVN\¶VWKHRU\ WKHPDLQUHDVRQVIRUWKHFULVLVDUHREYLRXV
7KHORQJJURZWKWKDWZDVREVHUYHGDWWKHWXUQRIWKHFHQWXU\DQGZDVFDXVHGLQ
SDUWLFXODUE\WKHVSHFL¿FFRPELQDWLRQRIWKHGHYHORSPHQWRIWKH³QHZHFRQRP\´
UHODWHG WR WHOHFRPPXQLFDWLRQV ,QWHUQHW HWF KHDY\ ¿QDQFLDO LQQRYDWLRQ DQG
JOREDOL]DWLRQSURFHVVHVLQFUHDVHGWKH¿QDQFLDOIUDJLOLW\RIWKHHQWLUHJOREDOHFRQ
RP\7KLVERRPFDXJKWHFRQRPLFHQWLWLHVRIIJXDUGDURXQGWKHZRUOGDQGWKH\
WRRNRXWPDQ\³GRXEWIXO´ORDQVDQGEHFDPHLOOLTXLGDQGLQVROYHQW4XLWHORJL
FDOO\ WKH³SD\EDFN´ZDV WKHJOREDOFULVLV7KXV DFFRUGLQJ WR0LQVN\ WKHFXU
UHQW¿QDQFLDODQGHFRQRPLFFULVLVLVDFRQVHTXHQFHRIWKHIXQFWLRQLQJDQGHYR
OXWLRQRIWKHLQVWLWXWLRQVEHORQJLQJWRWKHPRGHUQDGYDQFHGFDSLWDOLVWHFRQRP\
2YHUFRPLQJ WKLV FULVLV DQGSUHYHQWLQJ LW IURP UHSHDWLQJ LV LPSRVVLEOHZLWKRXW
 14 ,W VKRXOG EH QRWHG WKDW WKHLGHD RI ¿QDQFLDO IUDJLOLW\ FDXJKW WKHDWWHQWLRQ RI PDLQVWUHDP HFRQRPLVWV
UHSUHVHQWHGE\1HR.H\QHVLDQVVXFKDV-RVHSK6WLJOLW]%HQ%HUQDQNHHWF7KLVOHGWRWKHSXEOLFDWLRQRIIDPRXV
DUWLFOHV%HUQDQNHDQG*HUWOHU*UHHQZDOGDQG6WLJOLW]WKDWDUHFRQVLGHUHGSLRQHHULQJZRUNVIRU
VRPHUHDVRQDOWKRXJKLWZDV0LQVN\ZKR¿UVWVWXGLHGWKHFRQFHSWRI¿QDQFLDOIUDJLOLW\DQGLWVUROH0RUHRYHU
1HR.H\QHVLDQV LQWHUSUHWHG¿QDQFLDO IUDJLOLW\ LQ WKHLU DFFXVWRPHGPDQQHU DV D FRQVHTXHQFHRI DV\PPHWULF
LQIRUPDWLRQ7KRVHDXWKRUVDOVRGLGQRWDSSHDOLQDQ\ZD\WRXQFHUWDLQW\WKHVSHFLDOUROHRIPRQH\¿QDQFLDO
HYROXWLRQRULQYHVWPHQW:UD\DQG7\PRLJQHS
 15 7KHDXWKRUVRIPDQ\SDSHUVDSSOLHGWKH),+LQWKHLUDQDO\]HVRI¿QDQFLDOFULVHVLQ6RXWKHDVW$VLD$UHVWLV
DQG*OLFNPDQ.UHJHO6KURHGHU/DWLQ$PHULFD&UX]HWDO'H3DXODDQG$OYHV
WKH0LGGOH(DVW'XIRXUDQG(DVWHUQ(XURSH%H]HPHU
 16 /5DQGDOO:UD\DQGKLVFROOHDJXHVDUHPDLQO\DVVRFLDWHGZLWK WKH0RGHUQ0RQH\7KHRU\007%XW
WKLV LQQRZD\FRQWUDGLFWV WKHLUDI¿OLDWLRQZLWK3RVW.H\QHVLDQLVPDV WKLV WKHRU\ LVRQHDWWHPSW WRGHYHORS
WKHFRQFHSW RI HQGRJHQRXV PRQH\ ZKLOH:UD\ KLPVHOI VKRZV D FORVH FRQQHFWLRQ EHWZHHQ WKH007 DQG
0LQVN\¶VDSSURDFK)RUPRUHVHH:UD\
426 6%HVKHQRY,5R]PDLQVN\5XVVLDQ-RXUQDORI(FRQRPLFVí
SURIRXQGO\ UHIRUPLQJ WKRVH LQVWLWXWLRQV 6RPH DUHDV RI IRFXV ZLWKLQ VXFK UH
IRUPVPLJKWLQFOXGHUHVWULFWLQJWKHVHFXULWL]DWLRQDQGGHYHORSPHQWRIGHULYDWLYH
¿QDQFLDOLQVWUXPHQWVDVZHOODVWKHVKRUWWHUP¿QDQFLQJRIORQJWHUPLQYHVWPHQW
SURMHFWV,WLVDOVRGHVLUDEOHWRSRVHVWULFWHUUHTXLUHPHQWVRQWKHOLTXLGLW\RI¿QDQ
FLDOLQVWLWXWLRQEDODQFHVKHHWV
$QDQDO\VLVRIWKH*UHHNGHEWFULVLVDQGWKH¿QDQFLDOLQVWDELOLW\
K\SRWKHVLV7KHSXEOLFVHFWRU
6RPHFRXQWULHVKDYHQRW\HWUHFRYHUHGIURPWKHJOREDOFULVLVDQGWKHLUVLWXD
WLRQFRQWLQXHVWRZRUVHQ*UHHFHLVRQHH[DPSOH7KHFRXQWU\¶VWRWDOGHSHQGHQFH
RQ H[WHUQDO FUHGLWRUV DQG WKHIDFW WKH\ VKDUH D FXUUHQF\ ]RQH ZLWK WKHODWWHU
PDNHVWKHFDVHRI*UHHFHXQLTXH7KHFUHGLWRUVLQFOXGH¿UVWRIDOOWKHVRFDOOHG
7URLNDLHWKH,QWHUQDWLRQDO0RQHWDU\)XQG,0)WKH(XURSHDQ&RPPLVVLRQ
DQG WKH(XURSHDQ&HQWUDO%DQN$JDLQVW WKHEDFNGURSRI WKHRYHUDOO(XUR]RQH
UHFHVVLRQ LQHDUO\*UHHFHZLWK LWVEXGJHWEDODQFHGH¿FLWDQGDQDWLRQDO
GHEWH[FHHGLQJLWV*'3IRXQGLWGLI¿FXOWWRFRQWLQXHWRIXO¿OOLWV¿QDQFLDOREOLJD
WLRQV7KHFXVWRPDU\PDFURHFRQRPLFSUDFWLFHLQDGHSUHVVHGHFRQRP\LQFOXGHV
PHDVXUHV LQVSLUHG E\ WUDGLWLRQDO .H\QHVLDQLVP VXFK DV VWLPXODWLRQ WKURXJK
LQFUHDVHG VSHQGLQJ LQ WKHSXEOLF VHFWRU DQG UHGXFLQJ LQWHUHVW UDWHV +RZHYHU
WKHJRYHUQPHQWVRIPRVW:HVWHUQFRXQWULHVFKRVHDFRPSOHWHO\GLIIHUHQWSUDFWLFH
LQVSLUHGE\WKHQHRFODVVLFDOGRFWULQHLHDSURJUDPRIDXVWHULW\PHDVXUHVEDVHG
RQWKHLGHDRIUHGXFLQJSXEOLFVSHQGLQJRQLQIUDVWUXFWXUHDQGVRFLDOSURMHFWVFRP
ELQHGZLWKLQFUHDVHGWD[HVDQGYDULRXVGXWLHV6LQFHWKHEHJLQQLQJRIWKHV
VLPLODUPHDVXUHVIRUHFRQRPLF³UHFRYHU\´ZHUHVXSSRUWHGE\FHUWDLQJURXSVLQ
WKHHFRQRPLF FRPPXQLW\ LQFOXGLQJ WKHUHVHDUFK GHSDUWPHQWV IURP WKHLQVWLWX
WLRQVRIWKH7URLND
$OEHUWR$OHVLQD LV FXUUHQWO\ RQH RI WKHPRVW QRWRULRXV DGYRFDWHV RI DXVWHU
LW\PHDVXUHV+H DQDO\]HG SDQHO GDWD IRU DOO FDVHV RI WKHDSSOLFDWLRQ RI ¿VFDO
SROLFLHVLQGHYHORSHGFRXQWULHVIURPWRDQGFRQFOXGHGWKDWUHGXFLQJ
VSHQGLQJOHDGVWRHFRQRPLFJURZWKUDWKHUWKDQUHFHVVLRQ$OHVLQDDQG$UGDJQD
+HDQGWKRVHZKRDGRSWHGKLV¿QGLQJVDUJXHWKDWWKHUHDVRQIRUVXFFHVV
IXOO\UHGXFLQJVSHQGLQJOLHVLQJUHDWHUFHUWDLQW\DVVRFLDWHGZLWKWKHVWDELOLW\RI
WKHJRYHUQPHQW¶VEXGJHW*UHDWHU FHUWDLQW\ DFFRUGLQJ WR$OHVLQDEULQJV DERXW
SRVLWLYH HIIHFWV WKDWPLWLJDWH WKHFRQVHTXHQFHV RI UHGXFHG VSHQGLQJ$XVWHULW\
PHDVXUHV KDYH EHHQ GHIHQGHG E\ 7ULFKHW  IRUPHU (&% 3UHVLGHQW DQG
2OLYLHU%ODQFKDUG WKH,0)¶V IRUPHU FKLHI HFRQRPLVW ,W VKRXOG EH QRWHG WKDW
XQOLNH$OHVLQD%ODQFKDUGGLGQRWDUJXHWKDWDXVWHULW\PHDVXUHVFRXOGSURPRWH
HFRQRPLFJURZWKKRZHYHUKHEHOLHYHGWKDWWKH¿VFDOPXOWLSOLHUIRU*UHHFHZDV
FRQVLGHUDEO\EHORZ3OXPHU,QRWKHUZRUGVWKHEXGJHWGH¿FLWFDQEH
UHGXFHGZLWKRXWRXWSXWIDOOLQJFDWDVWURSKLFDOO\
7KHGHEWWKUHVKROGZDVDQRWKHUDUJXPHQWLQIDYRURIFUHGLWRUV7KLVFRQFHSW
ZDVSXWIRUZDUGE\5HLQKDUWDQG5RJRII,QWKHLUERRNHQWLWOHGThis Time 
Is Different, WKHDXWKRUVFDUULHGRXWDQHPSLULFDOVWXG\RIDZLGHDUUD\RIPDF
URHFRQRPLFGDWDFRPLQJWRWKHFRQFOXVLRQWKDWDQHFRQRP\FDQQRWJURZZKHQ
GHEWLVRUPRUHRI*'31RWVXUSULVLQJO\DGYRFDWHVRIDXVWHULW\PHDVXUHV
UHOLHGRQWKLVFRQFOXVLRQ7KLVZDVHVSHFLDOO\WUXHRIFUHGLWRUVZKRZHUHLQWHU
HVWHGLQJHWWLQJWKHLUPRQH\EDFNDVVRRQDVSRVVLEOH
6%HVKHQRY,5R]PDLQVN\5XVVLDQ-RXUQDORI(FRQRPLFVí
7KHHPSLULFDO FRPSRQHQW RI WKHDIRUHPHQWLRQHG SDSHUV DWWUDFWHG DQDO\VWV
ZLVKLQJWRVWXG\WKHWHFKQLFDODVSHFWVRIWKLVLVVXHLQPRUHGHWDLO5HLQKDUWDQG
5RJRII¶V VWXG\ ZDV KDUVKO\ FULWLFL]HG E\ D JURXS RI VFLHQWLVWV IURP$PKHUVW
8QLYHUVLW\ 0DVVDFKXVHWWV +DYLQJ UHSURGXFHG WKHGDWDEDVH WKH\PDQDJHG WR
¿QGWKDW³VHOHFWLYHH[FOXVLRQRIDYDLODEOHGDWDDQGXQFRQYHQWLRQDOZHLJKWLQJRI
VXPPDU\VWDWLVWLFVOHDGWRVHULRXVHUURUVWKDWLQDFFXUDWHO\UHSUHVHQWWKHUHODWLRQVKLS
EHWZHHQSXEOLFGHEWDQG*'3JURZWKDPRQJDGYDQFHGHFRQRPLHVLQWKHSRVW
ZDUSHULRG´+HUQGRQHWDOS6WUDQJHDVLWPD\VHHPWKHLUUHJXODUL
WLHVLQ$OHVLQD¶VSDSHUDQGWKH,0)¶VPLVFDOFXODWLRQVRI¿QDQFLDOPXOWLSOLHUVZHUH
UHYHDOHGE\WKH,0)LWVHOI1RWDEO\LQWKH¿UVWFDVHLWZDVGRQHLQGLUHFWO\
DGHWDLOHGDQDO\VLVRIDXVWHULW\PHDVXUHVLQFRXQWULHVZKHUHWKH\KDGDPLQLPDO
LPSDFWFDOOHGLQWRTXHVWLRQ$OHVLQDDQG$UGDJQD¶VZRUNDQG¿QGLQJV
&RQVLGHULQJWKHUHDVRQVIRUWKHVXFFHVVRUIDLOXUHRIDXVWHULW\PHDVXUHVLQHDFK
SDUWLFXODUFRXQWU\IDOOVEH\RQGWKHVFRSHRIWKLVSDSHU2XUREMHFWLYHLVWRVWXG\
WKHDSSURSULDWHQHVVRIDXVWHULW\PHDVXUHV LQ WKH*UHHNHFRQRPLFVLWXDWLRQDQG
WKHFRQVHTXHQFHVRIWKRVHPHDVXUHV,QVWHDGRIWKHHPSLULFDOUHODWLRQVKLSVVXJ
JHVWHGE\DGYRFDWHVRIVSHQGLQJFXWVZHZLOODQDO\]HWKH*UHHNHFRQRP\IURP
WKHSHUVSHFWLYHRI WKH3RVW.H\QHVLDQ WKHRU\RIEXVLQHVVF\FOHV LH0LQVN\¶V
¿QDQFLDOLQVWDELOLW\K\SRWKHVLV
$VVKRZQDERYH0LQVN\SRLQWHGWRDFFXPXODWLQJIUDJLOLW\LQWKHSULYDWHVHF
WRUZKHUHWKHNH\UROHEHORQJVWRFRUSRUDWHERUURZHUVDQGOHQGLQJEDQNVZKRVH
PRWLYHVEHFRPHGHWULPHQWDOWRWKHHFRQRP\RYHUWLPH2XUREMHFWLYHLVWREULQJ
WKHWUDGLWLRQDOYLVLRQRIWKHK\SRWKHVLVXSWRWKHLQWHUQDWLRQDOOHYHODSSO\WKH),+
DWWKH(XUR]RQHOHYHODQGHVVHQWLDOO\FRQVLGHUVHYHUDOHFRQRPLHVDVDVLQJOHHFR
QRPLFV\VWHP18&RXQWULHVLQWKH(XUR]RQHZLWKQRWHUULWRULDOERUGHUVRUFXVWRPV
EDUULHUV EXWZLWK D VLQJOH FXUUHQF\ DQG D VLQJOHPRQHWDU\ SROLF\ UHJXODWRU LQ
WKHIRUPRIWKH(&%IRUPDQHFRQRP\ZKRVHFKDUDFWHULVWLFVDUHYHU\VLPLODUWR
WKRVHRIDIHGHUDOHFRQRP\
+RZHYHUWKHPDLQGLIIHUHQFHLVWKHDEVHQFHRIDVLQJOH¿VFDOLQVWLWXWLRQRUSR
OLWLFDOGLIIHUHQWLDWLRQ%\DSSO\LQJ0LQVN\¶VK\SRWKHVLVLWEHFRPHVHYLGHQWWKDW
VLPLODU WR ERUURZLQJ FRPSDQLHV WKH(XUR]RQH KDV ERUURZLQJ FRXQWULHV ZKLOH
WKHIXQFWLRQVRIFUHGLWRUVDWWKHLQWHUQDWLRQDOOHYHODUHSHUIRUPHGE\OHQGLQJFRXQ
WULHV6LQFHWKHFUHDWLRQRIWKH(XUR]RQH*HUPDQ\DQG)UDQFHDVFRXQWULHVZLWK
PRUHGHYHORSHG¿QDQFLDOPDUNHWVDQGHFRQRPLHVZHUHDFWLYHO\OHQGLQJWRFRXQ
WULHVWKDWZHUH³FDWFKLQJXS´LH,WDO\3RUWXJDO6SDLQDQGRIFRXUVH*UHHFH
,QIXUWKHUNHHSLQJZLWKWKHK\SRWKHVLVWKHHFRQRPLFERRPLQWKH(XUR]RQHHQ
FRXUDJHGLQYHVWRUVWRLQFUHDVHWKHLULQYHVWPHQWVLQFRXQWULHVZLWKXQUHDOLVHGHFR
QRPLFSRWHQWLDODQGDFFRUGLQJO\KLJKHUUHWXUQV7KXV*UHHFHHQMR\HGDKXJHLQ
ÀRZRIFDSLWDOWKDWRQWKHRQHKDQGVXSSRUWHGLWVHFRQRPLFXSVZLQJEXWRQWKHRWK
HUKDQGOHGWRLQFUHDVHG¿QDQFLDOOHYHUDJHZKLFKEDVHGRQWKH),+UHÀHFWVWKHDF
FXPXODWLRQRI¿QDQFLDOIUDJLOLW\+RZHYHUZKLOHVXSHUÀXRXVOHQGLQJWR*UHHFHKDG
EHHQSHUFHLYHGDVQRUPDOXQWLOWKHJOREDOFULVLVDEUXSWO\FKDQJHGWKHDWWLWXGH
WRZDUGV WKDW FRXQWU\¶V GHEW7KHKHLJKWHQHGXQFHUWDLQW\ LQ WKH(XURSHDQPDUNHW
PDGHLQYHVWRUVUHFRQVLGHU WKHULVNSUR¿OHVRI WKHLU LQYHVWPHQWVZKLFKOHGWRGL
  )RUH[DPSOHWKHVWHHSULVHLQVWRFNPDUNHWLQGLFDWRUVLQ)LQODQGGXULQJWKHHDUO\VGHWHUPLQHGWKH*'3
LQFUHDVHVHH,0)S
 18 7KLVSDSHUXVHGWKHPHWKRGRORJ\WREHIRXQGLQ$UJLWLVDQG1LNRODLGL
428 6%HVKHQRY,5R]PDLQVN\5XVVLDQ-RXUQDORI(FRQRPLFVí
VDVWURXVFRQVHTXHQFHVIRU*UHHFH1RZZHZLOOFRQVLGHUWKHFKDQJHVLQWKH*UHHN
HFRQRP\FKURQRORJLFDOO\ZLWKDYLHZWRZDUGVVXEVWDQWLDWLQJWKH),+
$VDPHPEHURIWKH(8*UHHFHQRWXQOLNHRWKHU(8FRXQWULHVKXUULHGWRLQWH
JUDWHLQWRWKH(XUR]RQH-RLQLQJDVLQJOHFXUUHQF\V\VWHPSURPLVHGDJUHDWQXP
EHURIDGYDQWDJHVDWWKDWWLPHVXFKDVHFRQRPLFJURZWKGXHWRUHGXFHGWUDQVDFWLRQ
FRVWV7RMRLQWKH(XUR]RQH*UHHFHKDGWRPHHWWKHVRFDOOHG0DDVWULFKWFULWHULD
ZKLFKLQFOXGHG³UHIHUHQFH´OHYHOVRILQÀDWLRQWKHQDWLRQDOEXGJHWGH¿FLWQDWLRQDO
GHEWORQJWHUPLQWHUHVWUDWHVDQGWKHH[FKDQJHUDWH*UHHFHVXFFHHGHGLQPHHW
LQJWKRVHFULWHULDDQGLQ-XQHWKH(XURSHDQ&RXQFLODSSURYHGLWVDFFHVVLRQ
7KHFRXQWU\ RI¿FLDOO\ EHFDPH DPHPEHU RI WKH(XUR]RQH RQ -DQXDU\  
,WZDVRQO\ ODWHU WKDW*UHHFH¶VSULFHIRUPHHWLQJ WKH0DDVWULFKWFULWHULDEHFDPH
HYLGHQW$IWHU WKHDXGLWUHTXHVWHGE\WKHQHZ*UHHNJRYHUQPHQW(XURVWDW
GLVFRYHUHGWKDWVRPHLQGLFDWRUVKDGEHHQXQGHUVWDWHGSDUWLFXODUO\WKHQD
WLRQDOGHEWDQGEXGJHWGH¿FLW,WVKRXOGDOVREHQRWHGWKDW*UHHFHKDGHQJDJHGLQ
GXELRXVWUDQVDFWLRQVZLWK*ROGPDQ6DFKVWRFRQFHDOLWVGHEWV:UD\
7KHH[SHFWHGHFRQRPLFJURZWKDVWKH(XUR]RQHPHPEHUFRXQWULHVKDGSODQQHG
GLGKDSSHQ*UHHFHEHFDPHRQHRIWKHIDVWHVWJURZLQJHFRQRPLHVLQWKH(XUR]RQH
,WV*'3JURZWKUDWHUHDFKHGLQDQGLQ+RZHYHUWKDWHFR
QRPLFJURZWKZDVDFFRPSDQLHGE\DEXGJHWGH¿FLWDQGDFFXPXODWLRQRIQDWLRQDO
GHEWZKLFKWKHFRXQWU\ODWHUIRXQGGLI¿FXOWWRUHSD\*UHHFH¶VEDVLFEXGJHWSDUD
PHWHUVDQGPDFURHFRQRPLFLQGLFDWRUVDUHSUHVHQWHGLQ)LJ
7KHKLJKEXGJHWGH¿FLWUHPDLQHGIRU\HDUVDIWHU*UHHFHMRLQHGWKH(XUR]RQH
%HWZHHQDQGLWZDVDSSUR[LPDWHO\RQDYHUDJHZKHUHDVWKH*'3
JURZWKUDWHWKDWKLJKZDVQRWVXI¿FLHQWWRUHGXFHWKHQDWLRQDOGHEWZKLFKFRQ
WLQXHGWRULVH0RUHRYHULWVKRXOGEHWDNHQLQWRDFFRXQWWKDWDWWKHWLPH*UHHFH
DFFHGHG WR WKHVLQJOH FXUUHQF\ WKHFRXQWU\¶V QDWLRQDO GHEWZDV DOUHDG\ DOPRVW
HTXDO WR LWV*'319PDNLQJ WKH*UHHN HFRQRP\YXOQHUDEOH WR H[WHUQDO DQG LQ
WHUQDO VKRFNV IURP WKHYHU\EHJLQQLQJ'HVSLWH WKHGHEW RYHUORDG LQYHVWPHQWV
FRQWLQXHGWRÀRZLQWRWKH*UHHNHFRQRP\DQGPDUNHWVHQMR\HGDFRQVXPSWLRQ
ERRP,QWKHVLWXDWLRQFKDQJHGGUDPDWLFDOO\ZLWKEXVLQHVVDFWLYLW\GHFOLQ
LQJWKURXJKRXWWKH(XUR]RQHWKH*UHHNHFRQRP\IHOOLQWRUHFHVVLRQ*'3FRQ
WUDFWHGE\DQGWKHEXGJHWGH¿FLWFOLPEHGWRZKLFKIRUFHGWKHJRYHUQ
PHQWWRLQFUHDVHWKHGHEW%HWZHHQDQGWKHUDWLRRIWKHQDWLRQDOGHEW
WR UHDO*'3 URVH E\ SHUFHQWDJH SRLQWVZKLOH*'3 UHPDLQHGQHJDWLYH DQG
WKHEXGJHWGH¿FLWLQGRXEOHGLJLWVWKURXJKRXWWKRVH\HDUVH[FHSWIRU,Q
YLHZRIWKHVHLQGLFDWRUWUHQGVWKH*UHHNHFRQRPLFFULVLVDSSHDUVWREHDFODVVLFDO
H[DPSOHRIWKH),+7KHJRYHUQPHQWVLPSO\GLGQRWUHFHLYHHQRXJKUHYHQXHWR
¿QDQFHLWVGHEWDQGZDVOHIWZLWKQRFKRLFHEXWWRFRQWLQXHERUURZLQJIURPOHQG
LQJFRXQWULHV7KXVZHEHOLHYHWKDWZKHQLWMRLQHGWKH(XUR]RQH*UHHFHZDVDO
UHDG\IROORZLQJDVSHFXODWLYH¿QDQFHVFKHPHEXWZLWKWKHRXWEUHDNRIWKHJOREDO
FULVLV LQ  WKHFRXQWU\ KDG WR WXUQ WR3RQ]L ¿QDQFH LQGXFLQJ IXUWKHU GHEW
GHÀDWLRQ%HORZZHZLOO WU\WRH[SODLQWKHUHDVRQVIRUVXFKDSURWUDFWHGFULVLV
DQGSDUWLFXODUO\WKHGHEWGHÀDWLRQ
7KHFULVLVSUHVXPDEO\WULJJHUHGWKHHYHQWVZKLFKHQVXHGDFURVVWKHHQ
WLUH JOREDO HFRQRP\%HJLQQLQJ LQ WKH86 WKH¿QDQFLDO FULVLV HQJXOIHG RWKHU
FRXQWULHVLQFOXGLQJWKRVHLQWKH(XUR]RQH)LQDQFLDOLQVWDELOLW\KLJKHUULVNVDQG
 19 2QWKH(6$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
4296%HVKHQRY,5R]PDLQVN\5XVVLDQ-RXUQDORI(FRQRPLFVí
IDOOLQJGHPDQGDQGLQYHVWPHQWVUHVXOWHGLQDQHFRQRPLFUHFHVVLRQ+DYLQJRYHU
FRPHWKHDQGWXUEXOHQFHWKH(XUR]RQHIDFHGDGHEWFULVLV%RUURZLQJ
FRXQWULHVHQGHGXSLQGLVWUHVVDIWHUWKHJOREDO¿QDQFLDOFULVLVZKLFKDOVRDIIHFWHG
OHQGLQJFRXQWULHVDVWKHULVNRIGHIDXOWLQFUHDVHG
%HWZHHQ WKHHQG RI  DQG WKHEHJLQQLQJ RI  WKHUH ZDV DSSDUHQWO\
DVWURQJFRUUHODWLRQEHWZHHQERQGLQWHUHVWUDWHVDQG*UHHFH¶VQDWLRQDOGHEW$V
WKHJUDSKVKRZVWKHFKDQJHVLQWKHLQWHUHVWUDWH³RXWVWULSSHG´WKHGHEWLQFUHDVH
)LJ2QWKHRQHKDQGLQYHVWRUVZKRZHUHZRUULHGDERXW*UHHFH¶VJURZLQJ
GHEWZHUHXQZLOOLQJWROHQGWRWKHFRXQWU\RQROGWHUPVZKLFKOHGWRKLJKHULQWHU
HVWUDWHVDQGORZHUGHPDQGIRUWKHFRXQWU\¶VVRYHUHLJQERQGV2QWKHRWKHUKDQG
ULVLQJLQWHUHVWUDWHVUHQGHUHGWKHFRXQWU\XQDEOHWR³EUHDNDZD\´IURPWKHGHEW
7KHIRUHFDVWRI*UHHFH¶VGHEWEHFDPHVHOIIXO¿OOLQJDQGGHEWGHÀDWLRQDUULYHG
ZKHQDVVHWSULFHVGURSSHGIDVWHUWKDQWKHGHEWZDVUHSDLG,QRXUFDVHWKHDVVHW
LV*UHHFH¶VGHEHQWXUHVZKLFKKDYHEHHQGHFOLQLQJLQYDOXHFRQWLQXRXVO\VLQFH
7KXV*UHHFHZDVFDXJKWLQD³GHEWVSLUDO´ZKLOHWU\LQJWRUHSD\LWVGHEWV
LWRQO\HQGHGXSLQFUHDVLQJWKHPEHFDXVHWKHFRVWRIERUURZLQJGLGQRWDOORZLW
WRUH¿QDQFHWKHGHEWHI¿FLHQWO\
2QH SRVVLEOHZD\ RXW RI WKHVSLUDOZDV WKURXJK FRQVLGHUDEOH H[WHUQDO DLG LQ
WKHIRUP RI FKHDS OLTXLGLW\ SURYLGHG E\ WKH(XUR]RQH¶V VWDELOL]LQJ LQVWLWXWLRQV
+RZHYHU WKLV VROXWLRQ ZDV QRW YHU\ REYLRXV IRU WKHLQVWLWXWLRQV WKHPVHOYHV
1HYHUWKHOHVVFHUWDLQPHDVXUHVZHUHWDNHQ$IHZDOORFDWLRQVZHUHPDGHDQGGHEWV
ZHUH UHVWUXFWXUHG DQGZULWWHQ RII7KHRYHUDOO DPRXQW RI VXSSRUW IURP  WR
ZDVRYHU(85ELOOLRQ:DWHU¿HOG+RZHYHUWKLVHQRUPRXVVXP
ZDVVWLOOQRWHQRXJKWRUHVFXH*UHHFH,QRXURSLQLRQ20 WKLVZDVQRWEHFDXVHRI
 20 .UXJPDQSVXSSRUWVWKLVRSLQLRQ$VKHZURWH³XQIRUWXQDWHO\WKH7URLNDV\VWHPDWLFDOO\ODJJHG
IDU EHKLQG >ZLWK PRQHWDU\ DLG@ (YHQ ZLWK WKLV KRZHYHU WKHPRVW H[WUHPH FDVHV²*UHHFH 3RUWXJDO DQG
,UHODQG²UHPDLQ VKXW RXW RI SULYDWH FDSLWDOPDUNHWV6R WKH\¶YHEHHQ UHOLDQW RQ D VHULHV RI DGKRF OHQGLQJ
SURJUDPVIURPWKHµWURLND¶RIVWURQJHU(XURSHDQJRYHUQPHQWVWKH(&%DQGWKH,QWHUQDWLRQDO0RQHWDU\)XQG
8QIRUWXQDWHO\WKHWURLNDKDVFRQVLVWHQWO\SURYLGHGWRROLWWOHPRQH\WRRODWH´
Fig. 1.*UHHNQDWLRQDOEXGJHWEDODQFHUHDO*'3DQGQDWLRQDOGHEWRI*'3
6RXUFH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
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WKHDPRXQWEXWEHFDXVHLWZDVVSUHDGRXWRYHUWLPHGXHWRWKHVORZUHDFWLRQLQKHU
HQW LQ WKH(XURSHDQEXUHDXFUDF\%\WKHHQGRI WKHFRXQWU\¶VGHEWWR*'3
UDWLRZDVZKLFKSRVHGDWKUHDWWRWKHHQWLUH(XUR]RQH*UHHFH¶VGHIDXOWZRXOG
KDYHWULJJHUHGDFKDLQUHDFWLRQRIGHIDXOWVE\ERUURZLQJFRXQWULHV7KHPRQH\DOOR
FDWHGE\VWDELOL]LQJLQVWLWXWLRQVDQGOHQGLQJFRXQWULHVUHGXFHGWKHGHEWWR*'3UD
WLRWRLQ+RZHYHUWKHVLWXDWLRQDJDLQGHWHULRUDWHG7KHDIRUHPHQWLRQHG
DXVWHULW\PHDVXUHVZHUH WKRXJKW WRJXDUDQWHH WKDW WKHDLGSURYLGHG WR WKH*UHHN
HFRQRP\ZRXOGEHUHWXUQHG7KHLGHDZDVVLPSOHWKURXJKFXWWLQJSXEOLFVSHQGLQJ
DQGLQFUHDVLQJQDWLRQDO LQFRPH*UHHFHZRXOGEHDEOH WRUHSD\DOO ORDQVDQGLWV
JDUJDQWXDQGHEW,QUHDOLW\QRWRQO\GLGWKHDXVWHULW\PHDVXUHVIDLOWRKHOS*UHHFH
PHHWLWVSD\PHQWREOLJDWLRQVEXWWKH\DOVROHGWRSRYHUW\DQGKLJKXQHPSOR\PHQW
3DSDGLPLWULRXHWDO7RH[SODLQWKHJUHDWHVWLOOXVLRQEHKLQGWKHLQHIIHFWLYH
QHVVRIWKHSURJUDPLQLWLDWHGE\WKH7URLNDZHQHHGWRORRNDWDJUDSKRIWKHEDVLF
*'3FRPSRQHQWVFDOFXODWHGEDVHGRQVSHQGLQJ)LJ
)LJVKRZVWKHLQGLFDWRUVVXPPHGXSWRUHSUHVHQWJURVVGRPHVWLFSURGXFW
%HFDXVHDQ\FRXQWU\ W\SLFDOO\VWULYHV WRPD[LPL]H*'3DOORI LWVFRPSRQHQWV
VKRXOGGHPRQVWUDWHSRVLWLYHWUHQGVRUDWOHDVWWKHJURZWKUDWHRIVRPHLQGLFDWRUV
VKRXOGEHKLJKHUWKDQRWKHUV,IZHIROORZWKHWULYLDOUXOHWKDWDQ\H[SHQVHVDUH
VRPHERG\HOVH¶VUHYHQXHVLWEHFRPHVFOHDUWKDWGHFUHDVLQJLQFRPHLQWKHSULYDWH
VHFWRU VKRXOGEHDFFRPSDQLHGE\ LQFUHDVLQJVSHQGLQJ LQDQRWKHUQDWLRQDO VHF
WRU WR SUHYHQW D GHFOLQH LQ WKHFRXQWU\¶V RXWSXW%HIRUH WKHJOREDO FULVLV*'3
JURZWKKDGEHHQDFFRPSDQLHGE\DVWDEOHULVHLQSULYDWHDQGSXEOLFVSHQGLQJXS
WRDQQXDOO\DQGLQJURVVLQYHVWPHQWVDSSUR[LPDWHO\LQ
DQGZLWKD WUDGHGH¿FLW UHDFKLQJ LQQRPLQDO WHUPV%\ WKHHQGRI
DOORI*UHHFH¶VPDFUR LQGLFDWRUVVKRZHGDGRZQZDUG WUHQG7KHKDUGHVW
EORZRQWKHHFRQRP\ZDVWKHGHFOLQHLQSULYDWHVSHQGLQJZKLFKZDVWKHODUJHVW
VKDUHRI*'3DSSUR[LPDWHO\DWWKHHQGRI,QRWKHUZRUGVGHPDQG
IURPWKHSULYDWHVHFWRUGURSSHGVKDUSO\GUDJJLQJWKHHQWLUHHFRQRP\GRZQ$W
WKHVDPHWLPHWKHUHZDVQRVRXUFHRILQYHVWPHQWZLWKLQWKHFRXQWU\ZKLOHWKHUH
Fig. 2.*UHHNJRYHUQPHQWERQGUDWHDQGQDWLRQDOGHEW
6RXUFH&RPSLOHGE\WKHDXWKRUVEDVHGRQ)5('HFRQRPLFGDWD
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FRXOGEHQRQRWLFHDEOHLQFUHDVHLQH[SRUWVLQWKHVKRUWUXQZLWKRXWFXUUHQF\GH
YDOXDWLRQ.H\QHVLVNQRZQWRKDYHDQVZHUHGWKHTXHVWLRQDVWRZKDWWRGRLI
GHPDQGLVIDOOLQJDVIDUEDFNDVLQWKH¿UVWKDOIRIWKHWKFHQWXU\+RZHYHU
LQVWHDGRILQFUHDVLQJSXEOLFVSHQGLQJDQGORZHULQJWD[HVWKH*UHHNJRYHUQPHQW
FRPSHOOHGE\WKH7URLNDGLGH[DFWO\WKHRSSRVLWH3DSDGLPLWULRXHWDO
2QWKHRWKHUKDQGWKHFRXQWU\FRXOGQRWSXUVXHDUREXVW.H\QHVLDQSROLF\ZLWK
RXWWKH7URLND¶VLQYROYHPHQW)LUVWWKHHQRUPRXVGHEWFRXOGQRWEHVXFFHVVIXOO\
UH¿QDQFHGWKHUHIRUHWKH*UHHNJRYHUQPHQWFRXOGQRWLQFUHDVHSXEOLFVSHQGLQJ
RQLWVRZQ6HFRQGO\ORZHUWD[HVZRXOGRQO\IHHGWKHDOUHDG\ODUJHEXGJHWGH¿FLW
LQWKHVKRUWUXQ7KXV WKHIXWXUHRI WKH*UHHNHFRQRP\LVQRZLQWKHKDQGVRI
WKH7URLNDDQGWKHOHQGLQJFRXQWULHVZKLFKFRXOGHLWKHUEDQNUXSWWKHFRXQWU\RU
FRQWLQXHOHQGLQJRQWKHDXVWHULW\PHDVXUHWHUPV:HFDQRQO\KRSHWKDWWKHFUHGL
WRUVZLOOUHYLVHWKHLUSROLF\DQGFRPHXSZLWKOHVVVWULQJHQWUHTXLUHPHQWVZKLOH
WDNLQJPRUH DFWLYHPHDVXUHV WR UHVWRUH*UHHFH¶V ODERUPDUNHW$QRWKHU IDFWRU
DJJUDYDWLQJWKHVLWXDWLRQLVWKHVLQJOHFXUUHQF\ZLWKLQWKH(XUR]RQHZKLFKSUH
YHQWV*UHHFHIURPGHYDOXLQJLWVFXUUHQF\WRDOOHYLDWHWKHGHEWEXUGHQ
7KHPDFUR LQGLFDWRU WUHQGV UHYLHZHGDERYHVKRZDVOLJKW LPSURYHPHQWRYHU
WKHSDVW IHZ \HDUVZKLFK VXSHU¿FLDO DQDO\VLVZRXOG VXJJHVW LV HYLGHQFH RI DQ
HFRQRPLFUHFRYHU\+RZHYHUXQHPSOR\PHQWLQ*UHHFHLVDPRQJWKHDGXOW
SRSXODWLRQ)LJ21ZKHUHDV\RXWKXQHPSOR\PHQWLV&DQDXVWHULW\PHD
VXUHVKHOSVROYHWKHLVVXHRIPLOOLRQVEHLQJXQHPSOR\HGVHFXUH*'3JURZWKDQG
ULGWKHHFRQRP\RIWKHGHEWEXUGHQ"7KHPDVVSURWHVWVE\WKHSRSXODWLRQWKHOHIW
LVWVFRPLQJWRSRZHUDQGWKHLGHDRIOHDYLQJWKH(XUR]RQHDOOFRPHDVQRVXUSULVH
7KHDQDO\VLV RI SXEOLF VHFWRU LQGLFDWRUV DQG LQGLFDWRUV IRU WKHHFRQRP\ DV
D ZKROH UHYHDOHG FHUWDLQ SDUDOOHOV ZLWK WKH¿QDQFLDO LQVWDELOLW\ K\SRWKHVLV
$SSO\LQJWKHK\SRWKHVLVDWWKH(XUR]RQHOHYHOOHDGVWRWKHIROORZLQJFRQFOXVLRQV
 21 5HJDUGLQJWKHWKRXJKWVRI0LQVN\¶VPRGHUQIROORZHUVRQWKHVSHFL¿FFRXQWHUXQHPSOR\PHQWPHDVXUHVLQ
*UHHFHVHH$QWRQRSRXORVHWDO
Fig. 3. %DVLF*UHHNPDFURHFRQRPLFLQGLFDWRUV.
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6LQFHLWVFUHDWLRQWKHRYHUDOOHFRQRPLFJURZWKRIWKH(XUR]RQHKDVEHHQDF
FRPSDQLHG E\ VRPHRI WKHFRXQWULHV OHQGLQJ WR RWKHUV*UHHFHZKLFK DOUHDG\
KDGDODUJHQDWLRQDOEXGJHWGH¿FLWDQGLQFUHDVLQJSXEOLFVSHQGLQJDWWKDWWLPH
LQFUHDVHGLWVERUURZLQJVWR¿QDQFHWKHGH¿FLW7KXVWKH*UHHNSXEOLFVHFWRUFDQ
EHVDLGWREHIROORZLQJDVSHFXODWLYH¿QDQFHVFKHPH
7KHJOREDOFULVLVRIDQGZKLFKSUHFLSLWDWHGWKHFULVLVRIFRQ¿GHQFH
LQWKH(XUR]RQHIRUFHGFRXQWULHVWRUHHYDOXDWHOHQGHUDQGERUURZHUULVNV7KLV
LQWXUQPDGHQDWLRQDOGHEWUH¿QDQFLQJH[SHQVLYHGXHWRKLJKHULQWHUHVWUDWHVIRU
ERUURZLQJFRXQWULHV*UHHFHIDFHGGHEWGHÀDWLRQZKLFKUDLVHGLWVQDWLRQDOGHEW
WRDFULWLFDOYDOXHSXWWLQJWKHFRXQWU\XQGHUWKHWKUHDWRIGHIDXOW$WWKLVVWDJH
WKHFRXQWU\¶V¿QDQFHVWRRNRQWKHIHDWXUHVRID3RQ]LVFKHPHZKLFKLVFKDUDFWHU
LVWLFRIFRPSDQLHVWKDWKDYHWRERUURZVLPSO\WRVWD\DÀRDW
7KHPHDVXUHVWDNHQE\VWDELOL]LQJLQVWLWXWLRQVZHUHHLWKHULQHIIHFWLYHRUPDGH
WKHSUREOHPVZRUVH7KHFRHUFLYHSROLF\RIDXVWHULW\PHDVXUHVGLGQRWLPSURYH
WKHVLWXDWLRQDVH[SHFWHG
$QDQDO\VLVRIWKH*UHHNGHEWFULVLVLQOLJKWRIWKH¿QDQFLDOLQVWDELOLW\
K\SRWKHVLV7KHSULYDWHVHFWRU
:HZLOOQRZDSSO\WKH¿QDQFLDOLQVWDELOLW\K\SRWKHVLVLQLWVRULJLQDOIRUPWR
DQDO\]HKRZ*UHHNFRPSDQLHVFKDQJHGWKHLU¿QDQFLQJVFKHPHV7KRVHVFKHPHV
LQFOXGHKHGJHVSHFXODWLYHDQG3RQ]L¿QDQFH,IWKHK\SRWKHVLVLVFRUUHFWWKHQ
WKHUHDVRQIRUVXFKDSURWUDFWHGFULVLVLQ*UHHFHKDVWREHWKHH[FHVVLYHGHEWLQ
WKHSULYDWHVHFWRUDVDUHVXOWRIVXSHUÀXRXVOHQGLQJGXULQJWKH\HDUVRIWKHHFR
QRPLFERRP
,Q RXU DQDO\VLV ZH XVHG WKH¿QDQFLDO VWDWHPHQWV IRU  FRPSDQLHV IURP
 WR  7KHDQQXDO VWDWHPHQWV IRU *UHHN FRPSDQLHV ZHUH WDNHQ IURP
WKH%ORRPEHUJ7HUPLQDOFRPSDQLHVZHUHVDPSOHGEDVHGRQWKH$6(*HQHUDO
,QGH[7KHFRPSRVLWLRQRIWKHLQGH[XVHGLQWKLVSDSHULVGDWHG-DQXDU\22 
 22 7KHGDWHFKRVHQIRUGRZQORDGLQJWKHLQGH[LVQRWUHOHYDQW
Fig. 4. 8QHPSOR\PHQWLQ*UHHFHRIWKHWRWDOVL]HRIDJLYHQDJHJURXS
6RXUFH&RPSLOHGE\WKHDXWKRUVEDVHGRQ)5('HFRQRPLFGDWD
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í
7KHLQGH[LQFOXGHVRIWKHODUJHVW*UHHNFRPSDQLHVZHLJKWHGLQWHUPVRIFDSL
WDOL]DWLRQ,QRXURSLQLRQXVLQJWKLVLQGH[ZLOOPDNHWKHVDPSOHUHSUHVHQWDWLYH
RIWKHFRXQWU\¶VSULYDWHVHFWRU7KH¿QDOVDPSOHLQFOXGHVFRPSDQLHVVHOHFWHG
EDVHGRQWKHIROORZLQJFULWHULD
x WKHFRPSDQ\EHORQJVWRWKHUHDOVHFWRU
x ZHPDQDJHGWR¿QGPRVWRIWKHLQIRUPDWLRQDERXWWKHFRPSDQ\IRUWKHDQDO\
VLVRYHU
x WKHFRPSDQ\KDGQRWEHHQWDNHQRYHUE\RUPHUJHGZLWKDQRWKHUFRPSDQ\GXULQJ
WKHSHULRGLQTXHVWLRQ%DQNUXSWFRPSDQLHVZHUHDOVRLQFOXGHGLQWKHVDPSOH
7KHFRPSDQLHV LQ WKHVDPSOHPXVWEH LQ WKHUHDO VHFWRUERWK IRU WKHRUHWLFDO
DQG SUDFWLFDO FRQVLGHUDWLRQV ,Q KLV ZRUNV 0LQVN\ GLYLGHG WKHSULYDWH VHFWRU
LQWRERUURZHUVDQGFUHGLWRUVZKHUHWKHIRUPHUPDNHLQYHVWPHQWVLQ¿[HGFDSLWDO
RXWRIRSHUDWLQJSUR¿WVRUERUURZHGIXQGVZKLOHWKHODWWHUSURYLGHWKRVHIXQGV
0LQVN\%HFDXVHWKLVDQDO\VLVDWWHPSWVWRWUDFNFKDQJHVLQWKHW\SH
RI ¿QDQFLQJ VFKHPH WKDW FRPSDQLHV XVH RYHU WLPHZH DUHPRUH LQWHUHVWHG LQ
ERUURZLQJFRPSDQLHVZKLFKWUDGLWLRQDOO\UHSUHVHQWWKHUHDOVHFWRUWKDQLQOHQG
LQJ LQVWLWXWLRQV )URPD SUDFWLFDO SRLQW RI YLHZ DQ DQDO\VLV RI WKHFRPSDQLHV¶
GHEWEXUGHQLPSOLHVDGLVWLQFWOLQHEHWZHHQOHQGLQJLQVWLWXWLRQVDQGSURGXFHUVRI
SK\VLFDODQGQRQSK\VLFDOJRRGVGXHWRGLIIHUHQFHVLQWKHLUEDODQFHVKHHWVWUXF
WXUHVRUPRUHSUHFLVHO\GLIIHUHQFHVLQWKHLUOLDELOLW\VWUXFWXUHV
$SSO\LQJWKH¿QDQFLDOLQVWDELOLW\K\SRWKHVLVLQLWV³SXUH´IRUPPD\EHGLI¿FXOW
LQSUDFWLFHDVZHFDQQRWGHGXFHIURPWKHFRPSDQLHV¶¿QDQFLDOVWDWHPHQWVZKLFK
W\SHRI¿QDQFHWKH\XVH7KHVWDWHPHQWVDUHDOVRYDJXHDVWRZKHQDFRPSDQ\LV
DFWXDOO\LQQHHGRIUH¿QDQFLQJDQGZKHQLWLVQRWH[FHSWIRUFDVHVRI]HURSUR¿W
7KHPDQDJHPHQWRISD\PHQWVXQGHUORDQVDQGRWKHUREOLJDWLRQVRIZKLFKWKHUH
DUHXVXDOO\VHYHUDOWKHLUUH¿QDQFLQJDQGQHZORDQVWDNHQRXWIRUDQ\SURMHFWV
DUHQRW UHFRUGHG LQ VWDQGDUGDFFRXQWLQJ VWDWHPHQWV7KLV LVZK\ WKHIROORZLQJ
LQGLFDWRUVZHUHVXJJHVWHGIRUDQDO\]LQJWKHW\SHRI¿QDQFLQJVFKHPHFDOFXODWHG
EDVHGRQWKHVWDWHPHQWV
'HEWWR(TXLW\5DWLR¿QDQFLDOOHYHUDJHUDWLR7KLVUDWLRUHÀHFWVDFRPSDQ\¶V
IXQGLQJVWUXFWXUHZKDWDPRXQWVRIERUURZHGIXQGVDQGHTXLW\WKHFRPSDQ\XVHV
WRFRQGXFWLWVGD\WRGD\EXVLQHVV7KHVWDQGDUG¿QDQFLDOOHYHUDJHUDWLRPD\GLIIHU
EHWZHHQFRPSDQLHVEDVHGRQWKHFRVWRIERUURZLQJWKHLQGXVWU\RUHYHQWKHFRXQ
WU\ZKHUHWKHFRPSDQ\LVORFDWHG7KLVVWXG\IRFXVHVPRUHRQFKDQJHVLQ¿QDQFLDO
OHYHUDJHRYHU WLPH WKDQRQ LWVYDOXH7R LGHQWLI\ WKHUHDVRQV IRUFKDQJHV LQ WKLV
UDWLRZHVXJJHVWFRQVLGHULQJLWLQWDQGHPZLWKWKHYDOXHRIWKHFRPSDQ\¶V(%,7
,QWHUHVW&RYHUDJH5DWLR
 
ZKHUH Interest expense PHDQV LQWHUHVW SD\DEOH RQ WKHFRPSDQ\¶V ERUURZLQJV
7KLV UDWLR OHWVD¿QDQFLDOVWDWHPHQWDQDO\VWGHWHUPLQH WKHFRPSDQ\¶VDELOLW\ WR
PHHW LWVREOLJDWLRQV WR UHSD\ ORDQV$FFRUGLQJ WRSUDFWLFDOH[SHUWVDFRPSDQ\
WKDWLV¿QDQFLDOO\VWDEOHDQG³GXUDEOH´WRH[WHUQDOVKRFNVZLOOKDYHDQLQWHUHVW
FRYHUDJHUDWLRRYHU'DPRGDUDQ7HSORYD7RGLYLGHFRPSDQLHV
E\W\SHVRI¿QDQFLQJVFKHPHVDFFRUGLQJWRWKH),+WKLVVWXG\ZLOOXVHYDOXHV
434 6%HVKHQRY,5R]PDLQVN\5XVVLDQ-RXUQDORI(FRQRPLFVí
H[FHHGLQJIRUFRPSDQLHVZLWKKHGJH¿QDQFHEHWZHHQDQGIRUVSHFXODWLYH
¿QDQFHDQGEHORZIRU3RQ]L¿QDQFH'LYLVLRQEDVHGRQLVEDVHGRQWKHVLPSOH
REVHUYDWLRQ WKDW D FRPSDQ\ WKDW KDVQRW UHFHLYHGDSUR¿WGXULQJ WKHUHSRUWLQJ
SHULRGFDQQRW VHUYLFHHLWKHU WKHLQWHUHVWRU WKHSULQFLSDORID ORDQ0HDQZKLOH
DFRPSDQ\WKDWUHFHLYHGLQVXI¿FLHQWSUR¿WIRUIXOOFRYHUDJHFDQSD\EDFNSDUWRI
LWVREOLJDWLRQVDQGWDNHRXWDQHZORDQIRUWKHUHPDLQLQJSDUW
+DYLQJFDOFXODWHGWKH¿QDQFLDOOHYHUDJHUDWLRVIRUHDFKFRPSDQ\LQHDFKUH
SRUWLQJSHULRGZHIRXQGWKHDYHUDJHYDOXHIRUWKHSHULRG:HWKHQVWDQGDUGL]HG
WKHSUR¿WIRUHDFKFRPSDQ\LQDOOSHULRGVUHODWLYHWRWKHDYHUDJHSUR¿WIRUWKDW
FRPSDQ\DFURVVDOOSHULRGVWR¿QGWKHDYHUDJHVWDQGDUGL]HGSUR¿WIRUDOOFRPSD
QLHVHDFK¿VFDO\HDU%\XVLQJSUR¿WVWDQGDUGL]DWLRQZHOHYHOHGRXWWKHGLIIHU
HQFHVLQWKHVFDOHRIFRPSDQ\RSHUDWLRQVDQGREWDLQHGWKHFKDQJHVLQWKHDYHU
DJHSUR¿W)LJ)LJVKRZVWKDWDYHUDJHSUR¿WVIRUDOOFRPSDQLHVZHUHRQ
WKHULVHXQWLOZKLFKFRUUHVSRQGV WR WKHHFRQRPLF VLWXDWLRQ LH WKHKLJK
UDWH RI UHDO*'3 JURZWK$W WKHVDPH WLPH DYHUDJH ¿QDQFLDO OHYHUDJH UDWLRV
IRU WKHFRPSDQLHV DOVR LQFUHDVHG IURP LQ WRDW WKHHQGRI
DQGDWWKHHQGRI%DVHGRQWKH),+ZHFDQFRQFOXGHWKDW
*UHHNFRPSDQLHVDFWXDOO\LQFUHDVHGWKHLUERUURZHGFDSLWDODJDLQVWWKHEDFNGURS
RIUDSLGO\JURZLQJSUR¿WV
7KHVLWXDWLRQ FKDQJHG DEUXSWO\ LQ  ZLWK SUR¿WV IDOOLQJ DQG ¿QDQFLDO
OHYHUDJHUDWLRVULVLQJUDSLGO\,WVKRXOGEHQRWHGWKDWLQDQDO\]LQJWKHQDWLRQDO
GHEWWR*'3UDWLRZHREVHUYHGDQLGHQWLFDOSLFWXUHLQERWKFDVHVWKHLQGLFDWRUV
LQFUHDVHG E\ DSSUR[LPDWHO\  ,Q  WKHGHEWWRHTXLW\ UDWLR GHFOLQHG
ZKLFK PD\ LQGLFDWH FKHDSHU ¿QDQFLQJ IROORZLQJ WKHSDQLF RQ WKH(XUR]RQH
PDUNHWV DQG WKHDELOLW\ IRU FRPSDQLHV WRSD\EDFNSDUW RI WKHLU GHEWV GXH WR
KLJKHU SUR¿WV LQ WKDW \HDU&RQFHUQLQJRXU VDPSOH WKHEDQNUXSWFLHV RI WKUHH
FRPSDQLHVZLWKKLJK¿QDQFLDOOHYHUDJHDSSDUHQWO\PDGHDFHUWDLQFRQWULEXWLRQ
WRWKHGHFOLQH,QDGGLWLRQZHFRXOGQRWREWDLQ¿QDQFLDOOHYHUDJHGDWDIRUDOO
FRPSDQLHVRYHUWKHPRVWUHFHQWSHULRGVZKLFKLVZK\WKHUHLVDGHYLDWLRQLQ
WKHODWHVW\HDUV
Fig. 5. )LQDQFLDOOHYHUDJHDQGSUR¿WVDW*UHHNFRPSDQLHV
6RXUFHFRPSLOHGE\WKHDXWKRUVEDVHGRQWKHLURZQFDOFXODWLRQV
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)LJUHSUHVHQWVWKHFKDQJHVLQFRUUHODWLRQEHWZHHQWKHQXPEHURIFRPSDQLHV
DVSHUWKH),+FODVVL¿FDWLRQ,WVKRXOGEHQRWHGWKDWWKHFRPSDQLHVZHUHGLYLGHG
EDVHGRQ WKHLU LQWHUHVWFRYHUDJHUDWLRV7KHVKDUHVRIFRPSDQLHVZLWKGLIIHUHQW
W\SHVRI¿QDQFLQJDUHH[SUHVVHGDVDSHUFHQWDJHRIWKHWRWDOZKLFKFOHDUO\GHPRQ
VWUDWHVWKHFKDQJHVLQHDFKFRPSDQ\¶V¿QDQFHVFKHPHV%HWZHHQDQG
WKHQXPEHURIFRPSDQLHVZLWKVSHFXODWLYHDQG3RQ]L¿QDQFHLQFUHDVHG$VVHHQ
IURPWKHDERYHJUDSKFRPSDQ\SUR¿WVLQFUHDVHGGXULQJWKDWSHULRGZKLOHWKH\
LQFUHDVHGWKHLUERUURZLQJV(YLGHQWO\WKHUHDVRQZDVQRWWKHQHHGWRUH¿QDQFH
GHEWEXWWRLQFUHDVHSURGXFWLRQFDSDFLW\DQGWKHGHVLUHWRPD[LPL]HSUR¿WV%\
WKHHQGRI WKHVKDUHRIFRPSDQLHVZLWK IUDJLOH¿QDQFLQJ URVH WRRI
WKHWRWDOQXPEHURIFRPSDQLHVRXWRI/DWHUDVWKHDJJUHJDWHGHPDQGLQ
WKHHFRQRP\IHOOFRPSDQLHVEHJDQWRUHFHLYHORZHUSUR¿WVZKLFKOHGWRPRUH
FDVHVRI3RQ]L¿QDQFHDVVKRZQLQ WKHJUDSK0RUHRYHU WKHRYHUDOO UHFHVVLRQ
KDGDQLPSDFWRQFRPSDQLHVWKDWKDGEHHQSUHYLRXVO\VWDEOHE\¿QDQFLDOO\
VWDEOHFRPSDQLHVDFFRXQWHGIRURIWKHVDPSOHZKLFKLVHYLGHQFHRIWKHGHHS
UHFHVVLRQIDFLQJWKHFRXQWU\7KUHHFRPSDQLHVZHUHRI¿FLDOO\GHFODUHGEDQNUXSW
7KHDERYHWUHQGLQWKHSULYDWHVHFWRUFDQEHGLYLGHGLQWRWZRSHULRGVEHIRUH
DQGDIWHUWKHFULVLV%HIRUHWKHFULVLVWKHQXPEHURIFRPSDQLHVZLWKVSHFXODWLYH
DQG3RQ]L¿QDQFLQJJUHZ7DNLQJLQWRDFFRXQWWKHIDFWWKDWFRPSDQ\SUR¿WVZHUH
RQWKHULVHDWWKDWWLPHLWZRXOGEHORJLFDOWRDVVXPHWKDWWKHORDQVZHUHWDNHQ
RXWWRH[SDQGWKHEXVLQHVVLQOLJKWRIWKHRQJRLQJIDYRUDEOHHFRQRPLFVLWXDWLRQ
'UDZLQJ DSDUDOOHOZLWK WKH),+ WKHERUURZHU DQG OHQGHU ULVNV FDQEH VDLG WR
KDYHGHFUHDVHGLQWKHHFRQRP\GXULQJWKDWSHULRG
:KLOH WKHSUHFULVLV SHULRG FDQ EH GHVFULEHG E\ WKH),+ WKHSRVWFULVLV SH
ULRG LV D ORJLFDO FRQWLQXDWLRQ LQ WKHIRUP RI GHEW GHÀDWLRQ /DUJH GHEWV FRP
SHOOHG¿UPV WRVSHQG OHVV OHDGLQJ WR UHGXFHGDJJUHJDWHGHPDQG LQ WKHSULYDWH
VHFWRUDQGVLQFHZHKDYHDOUHDG\HVWDEOLVKHGWKDWSXEOLFVSHQGLQJZDVUHVWULFWHG
E\DXVWHULW\PHDVXUHVWKHHQWLUHHFRQRP\VXIIHUHGIURPDVKDUSGHFOLQHLQGH
PDQG,QWXUQWKHKLJKHUERUURZHUDQGOHQGHUULVNVFDXVHGGHPDQGIRUPRQH\WR
ULVH WKHPRQH\VXSSO\WRFRQWUDFWDQGFRQVHTXHQWO\ WKHFRVWRIERUURZLQJWR
LQFUHDVH7KHH[LVWHQFHRIDEXVLQHVV LVQRWJXDUDQWHHGXQGHU WKHVHFRQGLWLRQV
Fig. 6. 1XPEHURIFRPSDQLHVDFFRUGLQJWRWKH),+FODVVL¿FDWLRQ
6RXUFH&RPSLOHGE\WKHDXWKRUVEDVHGRQWKHLURZQFDOFXODWLRQV
436 6%HVKHQRY,5R]PDLQVN\5XVVLDQ-RXUQDORI(FRQRPLFV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(YHQLIDFRPSDQ\GLGQRWKDYHGHEWLQWKHEHJLQQLQJZLWKQRGHPDQGIRULWV
SURGXFWVLWZRXOGEHIRUFHGWRWDNHRXWORDQVRUFXWFRVWVE\VHOOLQJRII LWVDV
VHWV DQG¿ULQJ LWV HPSOR\HHV7KLV LV DQHZGHEW VSLUDO HVFDSH IURPZKLFK LV
RQO\SRVVLEOHDVSUHYLRXVO\QRWHGWKURXJKJRYHUQPHQWLQWHUYHQWLRQ+RZHYHU
WKHJRYHUQPHQWLVFDXJKWXSLQDVLPLODUWUDSDQG*UHHFHKDVEHHQLQUHFHVVLRQ
IRUVHYHQ\HDUVDVDUHVXOW
7. Conclusion
:H KDYH DQDO\]HG WKHGDWD IRU ERWK PDFURHFRQRPLF LQGLFDWRUV RI *UHHFH
DQGWKRVHRISULYDWHVHFWRUFRPSDQLHVDQGLQWHUSUHWHGWKHPXVLQJWKHWRROVSUR
YLGHGE\0LQVN\¶V¿QDQFLDO LQVWDELOLW\K\SRWKHVLV7KHDQDO\VLVRIFKDQJHV LQ
WKH¿QDQFLDOFRQGLWLRQRIWKHUHDOVHFWRUVKRZHGWKDWDIWHUMRLQLQJWKH(XUR]RQH
FRPSDQLHVKDGDFWLYHO\H[SDQGHGWKHLUDFWLYLWLHVWKURXJKERUURZLQJFDSLWDO,Q
WXUQEDQNVOHQWZLOOLQJO\WRWKRVHFRPSDQLHVH[SHFWLQJDVWDEOHFDVKÀRZIURP
WKHLU RSHUDWLRQV 7KXV D VLJQL¿FDQW SRUWLRQ RI *UHHN FRPSDQLHV HQJDJHG LQ
VSHFXODWLYHDQG3RQ]L¿QDQFLQJGXULQJWKHVEHFRPLQJ¿QDQFLDOO\IUDJLOH
LQ0LQVN\¶VWHUPV7KHJOREDOFULVLVFDXVHGDUHYDOXDWLRQRIFDSLWDOPDU
NHWULVNVZKLFKKDGDQHJDWLYHLPSDFWRQWKRVHFRPSDQLHV)DOOLQJSUR¿WVDQG
WKHKLJKFRVWRIUH¿QDQFLQJOHGWRWKHWKUHDWRIEDQNUXSWF\IRU¿QDQFLDOO\IUDJLOH
RUJDQL]DWLRQV
7KH),+VWXG\DWWKHLQWHUQDWLRQDOOHYHOWKH(XUR]RQHHQDEOHGHYHQWVWREH
UHWKRXJKWZKLFKUHVXOWHGLQWKHGHEWFULVLVLQDQXPEHURI(XURSHDQFRXQWULHV
*HUPDQ\)UDQFHDQGVRPHRWKHU(XURSHDQFRXQWULHVSDUWLFLSDWHGLQ*UHHFH¶V
H[SORVLYHHFRQRPLFJURZWKZLWKRXWWDNLQJWKHFRXQWU\¶VFXUUHQWGHEWLQWRFRQ
VLGHUDWLRQ 7KHJURZLQJ XQFHUWDLQW\ DQG HFRQRPLF UHFHVVLRQ LQ WKH(XUR]RQH
LQGXFHGGHEWFULVHV LQVRXWKHUQ(XURSHDQFRXQWULHVSDUWLFXODUO\DGHHSUHFHV
VLRQLQ*UHHFH,QWXUQWKHDXVWHULW\PHDVXUHVLQLWLDWHGWRUHVROYHWKHHFRQRPLF
SUREOHPV IRU*UHHFH DQG D QXPEHU RI RWKHU VRXWKHUQ FRXQWULHV WXUQHG RXW WR
EH LQHIIHFWLYH LI QRW GHWULPHQWDO DV SURYHQ E\ WKHDQDO\VLV FDUULHG RXW XVLQJ
WKH3RVW.H\QHVLDQDSSURDFK23
:KHWKHU*UHHFHOHDYHVWKH(XUR]RQHRUUHPDLQVLQLWWKHH[LVWLQJSURYLVLRQV
QHHG WREHUHYLVHG$QHZHFRQRPLFSROLF\ LVQHHGHGWKDWZLOOEHDEOH WRVWRS
WKHUHFHVVLRQ DQG WKHEDQNUXSWFLHV DQG WR UHGXFH XQHPSOR\PHQW 7KHSULQFL
SOHVRIVXFKDSROLF\VKRXOGEHGHYHORSHGRQDQDOWHUQDWLYHWKHRUHWLFDOEDVLVWR
WKHPDLQVWUHDPLQSDUWLFXODUDXVWHULW\PHDVXUHVVKRXOGEHDSSURDFKHGZLWKIDU
JUHDWHUFULWLFLVP,QRXURSLQLRQWKH¿QDQFLDOLQVWDELOLW\K\SRWKHVLVFDQEHRQH
VXFKEDVLV
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